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PREFACE. 



The differences of opinion among political 
economists have of late been a frequent 
subject of complaint ; and it must be 
allowed, that one of the principal causes 
of them may be traced to the different 
meanings in which the same terms have 
been used by different writers. 

The object of the present publication is, 
to draw attention to an obstacle in the 
study of political economy, which has now 
increased to no inconsiderable magnitude. 
But this could not be done merely by 
laying down rules for the definition and ap- 
plication of terms, and defining conformably 
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POLITICAL ECONOMY. 



KULBS FOR THE DEFINITION AND APPLICATION OF 
TKRMS IN POLITICAL ECONOMV. 

In a mathematical definitioii, although tlie 
words in which It is expressed may vary, the 
meaning which it is intended to convey is 
always the same. Whether a straight hue be 
defined to be a line which lies evenly between 
its extreme points, or the shortest line which 
can be drawn between two points, there never 
can be a diflference of opinion as to the lines 
which are comprehended, and those which are 
not comprehended, in the definition. 

The case is not the same witli the defi- 
nitions in the less strict sciences. The classi- 
fications in natural histoiy, notwithstanding all 
the pains whidi have been taken witli tliein, 



600004879Y 



^7- ^^''- 



7 



i^i^ 



uErmiTioNs. 3 

ought to be considered as the best definition 
of wealth, of capital, of productive labour, or 
of value ; — what is meant by real wages ; — 
what is meant by labour ; — what is meant by 
profits ; — in what sense the terra ' demand' is 
to be understood,* ^c. ^c. 

As a remedy for such differences, it has 
been suggested, that a new and more per- 
fisct nomenclature sliould be introduced. But 
though the inconveniences of a new nomencla- 
ture are much more than counterbalanced by 
its obvious utility in such sciences as chemis- 
try, botany, and some others, where a great 
variety of objects, not in general use, must be 
ari'anged and described so as best to enable us 
to remember their characteristic distinctions ; 
yet in such sciences as morals, politics, and 
poUtical economy, where tlie terms are compa- 
ratively few, and of constant application in the 
daily concerns of life, it is impossible to sup- 



. * It may seem strange to the reader, but it is never- 
theless true, that the meanings of ull these terms, which 
had been Kettled long ago, and in my opinion ivith a 
great approach towards correctness, by Adam Smith, 
h^vt; of lute been culled in question, and altered. 
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pose that an entirely new nomenclature wonH 
be submitted to ; and if it were, it would not 
render the same service to these sciences, in 
promoting their advancement, as the nfrnien- 
clatm¥s of Linnaeus, Lavoisier, and Cuvier, to 
the sciences to which they were respectively 
applied. 

Under these circumstances, it may be de- 
sirable to consider what seem to be the most 
obvious and natural niles for our guidance in 
defining and applying the terms used in the 
science of political economy. The object to 
be kept in view should evidently be such 
a definition and application of these terms, 
as will enable us most clearly and conveni- 
ently to explain the nature and causes of the 
wealUi of nations ; and the rule8 chiefly to be 
attended to may, perhaps, be neaily included 
in the four following : — 

Hrst. When we employ terms which are 
of daily occunence in the common conver- 
sation of educated persons, we should define 
and apply them, so as to agree with the 
sense in which they are undei-stood in this 
oixlinary use of them. This is the best and 
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nioro dearable authority for the meamnp of 
words. 

Secondly. Wlien the saiiction of (his autho- 
rity is not attiunable, on act-ount of further dis- 
tittctions being required, the next best autho- 
1^ is that of some of the most celebrated 
writers in the science, particularly if any one 
of them has, by common consent, been consi- 
dered as the principal fouuder of it. In this 
case, whether the terra be a new one, bom 
with the science, or an old one used in a new 
sense, it nill not be strange to the generality of 
readers, nor liable to be often misunderstood. 

But it may be observed, that we shall not 
be able to improve the science if we are tlms 
to be bound down by past authority. This 
is unquestionably true ; and I should be by 
no means inclined to propose to political eco- 
nomists "jurare in verba magistri," when- 
ever it can be clearly made out that a change 
would be beneficial, and decidedly contribute 
to the advancement of the science. But it 
must be allowed, tliat in the less strict sciences 
there are few definitions to which some plau- 
sible, nay, even real, objections are not to bo 
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made? and, if we determine to have ai 
one in every case where the old one is not 
quite complete, the chances are, that we shall 
subject the science to all the very serious dis- 
advantages of a frequent change of terms, 
without finally accomplishing our object. 

It is acknowledged, however, tliat a change 
may sometimes be necessary ; and when it is, 
the natural rules to be attended to seem to be. 

Thirdly. That the alteration proposed 
should not oidy remove the immediate objec- 
tions which may have been made to the terms 
as before applied, but should be shovm to be 
free from other equal or greater objections, 
and on the whole be obviously more useful 
in faciUtating the explanation and improve- 
ment of the science. A change which is 
always itself an ev'd, can alone be warranted 
by superior utility taken In the most enlarged 
sense. 

Fourthly, That any new definitions adopted 
should be consistent with those wliich are 
allowed to remdn, and that tlie same terms 
should always be appUed ni the same sense, 
except where inveterate custom has establish- 
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ed different meaniH^a of the same word ; in 
which case the sense in which the word is used, 
if not marked by the context, which it gene- 
rally is, shonld be particularly specified. 

I cannot help thinking that these rules for 
the definitions in political economy must be 
allowed to be obviously natural and proper, 
and that if changes are made without atten- 
tion to them, we must necessarily run a ^rcat 
risk of impeding, instead of promoting, the 
progress of the science. 

Yet, although these rules appear to be so 
obvious and natural, as to make one think it 
almost impossible that they should escape 
attention, it must be acknowledged that tlicy 
have been too often overlooked by political 
economists ; and it may tend to illustrate 
their use and importance, and possibly excite 
a little more attention to tliera in future, to 
notice some of the most striking deviations 
from them in the works of writers of the 
highest reputation. 
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ON THE DEFINITION OF WEALTH BY THE FRENCH 

ECONOMISTS. 

.■ 'hi 

It will not be worth while to advert, to the 
misnomers of the mercantile system ; but the 
system of the French Economists was a scien- 
tific one, and aimed at precision. Yet it 
must be aeknowledg'ed that their definition of 
wealth violated the first and most obvious rule 
wHch ought to guide men of science, as wall 
as others, in the use of terms. Wealth and 
riches are words in the commonest use ; and 
though all pei'sons might not be able at once 
to describe with accuracy what they mean 
when they speak of the wealth of a country, 
yet aU, we beUeve, who intend to use the term 
in its ordinary sense, would agree in saying 
that tliey do not confine the term either to the 
gross raw produce, or the neat raw produce 
of such country. And it is quite certain that 
two countries, with both the same gross raw 
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produce, and the same neat raw jiroduce, 
might differ most esseiifially from each other 
in a great number of the most universally ac- 
knowledged characteristics of wealth, such as 
good houses, good furniture, good clothes, 
good carriages, which, in the one case, might 
be possessed only by a few great landlords, and 
a small number of manufacturers and mer- 
chants ; and in the other case, by an equal, or 
greater proportion of landlords, and a ranch 
greater number of manufacturers and mer- 
chants. Tliis difference might take place 
without any difterence in tJie amount of the 
mw produce, the neat produce, or the po])ula- 
tion, mertdy by tlie conversion of idle retainers 
and menial servants into active artisans and 
traders. The residt, therefore, of comparing 
together the wealth of different countries, ac- 
cording to the sense of that term adopted by 
the Economists, and according to the sense in 
which it is generally understood in society, 
would be totally different. And this circum- 
stance detracts in a very great degree from the 
practical utility of the works of the Economists. 
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ON THE DEFINITION AND APPLICATION ( 
BY ADAM SUITtf. 



In adverting to the terms and definitions 
of Adam Smitli, in his "Wealth of Na- 
tions," I think it will be found ttmt he has 
leas fi-eqwently and less striking;Iy deviated 
from the rules above laid down, and that 
he has mure constantly and uniformly kept in 
view the paramount object of explaining in the 
most intelligible manner the causes of the 
wealth of nations, according to the ordinary 
acceptation of the expression, than any trf 
the subsequent writers ui the science, who 
have essentially differed from him. His faults 
in this respect are not so much that he has 
often fallen into the common error, of using 
terms in a different sense from that In which 
they are ordioarily a|)plied iu society, but 



DEFINITIOXB OF ADAM SMITH. 



II 



that he is sometimes deficient in the preci- 
sion of his definitions ; and does not always, 
when adopted, adiiere to them with sufficient 
strictness. 

His definition of wealth, for instance, is 
not sufficiently accurate ; nor does he adliere 
to it with sufficient uniformity; yet it cannot 
be doubted that he means by the term 
generally the material products which are 
necessary, useful, and agreeable to man, and 
are not fimiished by nature in unlimited 
abundance ; and I ovm I feel quite convinced 
that it is in this sense in which it is most 
generally understood in society, and m which 
it may be most usefully applied, in explaining 
the causes of the wealth of nations. 

In adopting the labour which a commodity 
will command as the measure of its vulue, he 
has not, as it appears to mc, given the moat 
conclusive reasons for it, nor has he in all 
cases made it qnite clear whether he means 
the labour which a commodity will com- 
mand, or the labour worked up in it. He 
has more frequently failed in not adhering 
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practically to the measure he had proposed) 
and in substituting as an equivalent Uie 
quantity of com a commodity will comniandi 
which, as a measure of value, has properties 
essentially distinct from labour. Yet, with 
all this, it must be acknowledged that he 
has gena*aily used the terms labour and 
value in the sense in which they are oi-di- 
narily understood in society, and has, with 
few exceptions, apphed labour as the measure 
of value ia the way in which it may be made 
most extensively useful in the explanation of 
tlie science. 

It has been sometimes objected, to Adam 
Smith, that he has applied the term produo- 
tive in a new and not very a{>propriate senae.' 
But if we examine tlie manner in which this 
term is applied in orduiarj- conversation and 
writing, it mnat be allowed that, whatever 
meaning may be thought to atta<jh to it, from 
its derivation, it is practically used as im- 
plying causation in regard to almost any 
effect whatever. Thus we say that such and 
such things are productive of the best effects* 
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Others of the very worst effects, and others 
are unproductive of, or do not produce, any 
peroeptible efTecis ; meaning by tliese exjires- 
sions, that some things cause tlie best effects, 
rtlheis the worst effects, otliers, again, cause 
no perceptible effects ; and these effects may, 
of course, apply according to the context, 
and the subject under discussion, t{) the 
health of the body, the iniprovesnent of the 
mind, the structure of society, or the wealth 
of a nation. 

■ Now, Adam Smitli was inquiruig into the 
nature and causes of the wealth of nations ; 
and having confined the terra wealth to ma- 
teiial objects, and described human labour as 
the main souree of wealth, he clearly saw the 
netsessity of making some distinction between 
those different kinds of labour which, without 
reference to theu' ntihty, he could not but ob- 
serve had the most essentially chstinct effects, 
in directly causing that wealth, the nature of 
whicli he was investigating. He called one of 
these kinds of labour productive, or productive 
of wealth, and the other wipiodvctke, or not 
productive of wealth ; and knowing that it 
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would occasion interminable confiiaion, and 
break down all the barriers between produc- 
tion and consumption, to attempt to estimate 
the circmnistances which mig-ht huUrtctly con- 
tribute to the production of wealth, he de- 
scribed jiraductive labour in such a way, as 
to leave no doubt that he meant the labour 
which was so directly productive of wealth, as 
to be estimated in tlie quantity or value of the 
material object produced. 

In his application of the terms prodvclive 
and U7iproductive, therefore, he does not 
seem to have violated the usa^e of common 
convej-sation and writing ; and it appears to 
me, that, if we fully and impartially consider 
the consequences of making no distinction be- 
tween different Idnds of labour, we must feel 
the conviction that the terms which he has 
adopted ai-e pre-eminently useful for the pur- 
pose to which they are applied — ^that is, to 
enable him to explain, intelligibly and satisfac- 
torily, the causes of the wealth of different na- 
tions, according to the ordinary meaning wliich 
men'attaeh to the term wealth, whatever may 
be their theories on tlie subject. ... i,.Jiital4| 
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■ Where Adam Smith lias most failed in the 
use of his terms, is in the apphcatioii of the 
word real. The real value of a commodity 
he distinctly and repeatedly states to he the 
quantity of labour which it will eommanJ, in 
ftoutradistinetion to its nominal value, that is, 
its value in money, or any other specific com- 
modity named. But while he is thus using 
the word real, in this sense, he apphes it to 
wages in a totally different sense, and says, 
that the real wages of labour ai'e the necessa- 
ries and eonveniencies of life which the money 
received by the labourer will enable him to 
command. Now, It must be allowed that botlt 
these modes of applying the word real, cannot 
be correct, or consistent witli each otlier. If 
the value of labour varies continually with the 
varying quantity of tlie necessai-ies and ooji> 
veniencies of life which it will command, it is 
completely inconsistent to bring it forward as 
a measure of real value. And if it can, with 
propriety, be brought forward as a measure 
of the real value of commotUties, it follows 
necessarily that the average value of a given 
quantity of kbom, of a given description, can 
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never be considered as in the slightest de^<ee 
affected by the varying quantity of commodi- 
ties for which it will exchange, Of tliis Adam 
Smith seemed to be fully aware in the fiflh 
chapter of his first book, where he says dis- 
tinctly, that when more or less goods are 
given in excliange for labour, it is the goods 
that vary, not the labour. 

It is evident, therefore, that to get right, we 
must cease to use the term real, in one or 
other of the meanings in which it has been 
applied by Adam Stnitli. 

If the term had never been appUed in poh- 
tical economy in a different sense from that 
in which it wiis first used by Adam Smith, 
there could be no doubt that it might be ad- 
vantageously continued, and the expression 
real value might answer its purpose very 
well, and save any question respecting the 
substitution of some other term, such as in- 
trinsic, positive, absolute, or natural. But 
as the term real has been vei-y generally ap- 
plied, by most writers, to wages, implying 
the real quantity of the means of subsistenc-e 
and comfort which the labouier is enabled to 




command, in contradistinction to his nominal 
or money wages, the matter camiot be so easily 
settled, and we must come to some determi- 
nation as to which of the two meanings it 
would be most advisable to reject. 

Adhering to the rules which have been laid 
down, it will probably be acknowledged that 
the term real, when applied to tiie means of 
obtaining sometliing in exciiange, seems moi-e 
naturally to imply the power of commanding 
the necessaries, conveniencies, and luxuries of 
life, than the power of commanding labonr. 
A certain quantity of wealth is something more 
real, if the word real be used in its most 
ordinary sense, than a certain quantity of la- 
bour ; and if, on this account, we continue to 
apply the term real to wages, we must ex- 
press by positive, absolute, intrinsic, or natu- 
ral, what Adam Smith has expressed by the 
word real, as applied to value : or it would be 
still better if political economists woidd agree 
in assigning a distinct meaning to the term va- 
lue, as contradistinguished fn)m price, when- 
ever the value of a commodity is mentioned 
without mentioning any specific article in which 



it is proposed to estimate it, in the same man- 
ner as the price of a raramodity is universally 
understood to mean price in money, whenever 
the term is used without referring- specifically 
to some other article. 

If, however, it should be found that the 
term real, in the sense in which it is first and 
most frequently applied by Adam Smith, has 
by usage got such fast hold of this meaning, 
that it cannot easily be displaced ; and, further, 
if it be thought that an adjunct of this kind to 
the term value will sometimes be wanted in 
explanations, and that to express what Adam 
Smith means, tlie term real is preferable to 
either of the terras intrinsic, positive, abso- 
lute, or natural, there would be little objec- 
tion to letting it retain its first meaning, pro- 
vided we took caie not to use it in application 
to the wages of labour, as implying the ne- 
cessaries, conveniencies, and amusements of 
life. Instead of real w^es, we must then say 
com wages, commodity vrages, wages in the 
means of subsistence, or something of the kind. 
But the other change is obviously more simple, 
and therefore in my opinion preferable, i"^ 



APPLICATION OF THE TERM t'TILlTY BY M. SAV. 

It would lead me too far and into too many 
repetitions, if I were to go tliroug-h tJie prin- 
eipal definitions of the continental political 
economists, and examine the manner in which 
they have used their terma in reference to the 
obvious rules above laid down ; but I cannot 
resist noticing: one very signal deviation fmra 
them in tlie justly distinguished work of M. 
Say. It relates to the term utili^. 

It must be allowed by tliose who are ac- 
quainted with M. Say's work, first, that he has 
used the terra utility in a sense totally different 
from that in which it is used in common eon- 
versation, and in the hinguage of those who 
are considered as tlie best authorities in po- 
litical economy. Proceeding upon the piin- 
ciple, that nothing can be valuable which is 
not useful to some pcrsou or other, he has 
strangely identified utility and value, and 
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made the utility of a commodity proporflon4tS 
to its value, although the custom is universal 
of distinguishing between that which is useful 
and that which is merely high-priced, of tiiat 
which is calculated to satisfy the acknow- 
ledged and general wants of mankind, and 
that which may be only calculated to satisfy 
the capncious tastes of a few. He has thus 
violated the first and most obvious rule for the 
use of terms. 

Secondly, he has gone directly ^[^inst the 
usage of the best writers in political economy, 
and particularly against the authority of 
Adam Smith, whom he himself considers as 
the main founder of the science. Adam Smith 
has declared his opinion in the most decided 
manner on this subject, by contrasting value 
in use, and value in exchange, and illustrating 
the distinction between them by adducing the 
marked instances of a diamond and water. 
M. Say, therefore, in the manner in which 
he has applied the term utility, has violated 
tiie second obvious rule for the use of terms, 
as well as the first. i 

Thirdly, the objections to the old terms in 







use, wealth and ^aiue, if there were aiiy, do 
not by any means seem to have been snch as 
to. warrant the introduction of a new iCTra. 
The object of M, Say seems to have been to 
show, that pnxluction does not mean produc- 
tion of new matter in the universe, but I can- 
not believe that even the Economists had this 
idea ; and it is quite certain that Adam Smitlt's 
defiaition of production completely excludes it. 
"There is one sort of labour," he says, "which 
adds to tlie value of the subject on which it is 
bestowed * * * and as it produces a value may 
be called productive."* There is, certiiiuly, no 
question here about the creation of new mat- 
tar. , And as M. Say observes, that when things 
are, in their ordinary and natural state then' 
value is the measure of their utility, wliile he 
had before affirmed that riches were in propor- 
tion to value,f it is difficult to conceive what 
beneficial purpose he could have in view in 
introdujeuig tlic term utility thus made syno- 
nymous witli value or riches. 

* Wealth of Nations, b. ii. c. iii. p. i- vol. ii. 6lh ed. 
t Traitt! d' Ecouomie Poiititiiie, liv, i. c. i. pp, 2, 4, 



FourtUy, as the temis useful and utility 
are in such very common use, when applied 
in their accustomed sense, and cannot easUy 
be supplied by others, it is extremely diffi- 
cult to confine Uieir application to the new 
sense proposed by M. Say. It is scarcely 
possible not to use tliem sometimes, as M. Say 
himself has done, according to their ordinary 
acceptation ; but this necessarily introduces 
uncertainty and obscurity into the language 
of political economy. 

M. Say had before made little or no dis- 
tinction between riches and Value, two terms 
which Mr. Ricardo justly considers as essen- 
tially different. He then introduces another 
term, utility, which, as ho applies it, can hardly 
be distinguished from either of the others. 
The new terra, therefore, could not have been 
called for ; and it must be allowed that the 
use of it in the sense proposed, violates all 
the most obvious rules for the introduction of 
a new terra into any science. 
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ox TIIE DEFINITION AND APPLICATION OF TERMS 
Sr MR. RICARDO. 

Altrouoii it must be allowed tliat the cri- 
terion of value which Mr. Ricardo has endea- 
voured to establish is an incomplete one, yet 
i cannot but tbiiik that he has conferred an 
important benefit on the science of political 
economy, by drawiiij^ a marked line of distinc- 
tion between riches and value. A dilFer- 
ence had perhaps been felt by most wi-iters, 
but none before him had so strono-ly marked 
it, and attached so much importance to it. He 
agrees entirely with Adam Smith m the fol- 
lowing definition of riches: " Every man is 
rich or poor according to the deforce in which 
be can afTord to enjoy the necessaries, conve- 
niencies, and amusements of human Ufe."* 
And adds an observation in which I think he 
is quite right. " Value, then, essentially dif- 
fers from riches ; for value depends not on 
* Wealth of Nations, b. i. c. v. p. 43. 6th edil. 
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abundance, but on the difficulty or facility, of 
production."* He subsequently says, "al- 
though Adam Sraitli has given the correct 
description of riches which I have more than 
once noticed, he afterwards explains them dif- 
fei"eiitly, and says that a man must be rich 
or poor, according to the quantity of labour 
which he can afford to purchase. Now this 
description differs essentially from the other, 
and is certainly incorrect ; for suppose the 
mines were to become more productive, so 
that gold aud silver fell in value, from the 
greater facility of production ; or that velvets 
were to be manufactured by so much less la- 
bour than before, that they fell to half their 
former value ; the riches of all those who pur- 
chased these commodities would be increased ; 
one man might increase the quantity of his 
plate, anotlier might buy double the quantity 
of velvet ; but with the possession of Uus ad- 
ditional plate and velvet, they could employ 
no more labom- than before, because, as the 
exchangeable value of velvet and of plate 
would be lowered, they must part with pro- 

• PoHt. Econ. c XX. p. 320. 3rd Edit. .,, rna 



ktrtibnably more of these s^wcies of liches to 
parchase a day's labour. Riches then cannot 
be estimated by the quantity of labour which 
they will pui-chase."* 

In these remarks I entirely a^free with 
Mr. Ricardo. If riches consist of the neces- 
saries, conveniencies, and luxuries of life, and 
the same quantity of labour will at different 
times, and under different circumstances, pro- 
duce a very difl'erent quantity of the neces- 
saries, conveniencies, and luxuries of life, then 
it is quite clear that the power of commanding' 
labour, and the power of commanding the ne- 
cessaries, conveniencies and luxuries of life are 
essentially distinct. One, in fact, is a descrip- 
tion of vahie, and the other of wealth. 

' But tboug-h Mr. Ricardo has fully succeeded 
ill' showing" that Adam Smith was incorrect in 



* PoUt. Econ. c. XX. p. 326. 3ni edit.— It may be re- 
marked, by (he way, that Mr. Ricardo liere uses labour 
as a measure of Ta!ue in the sense in which 1 think it 
ought always to he used, and not accordiiifr to his own 
theory.' Ue measures the exchangeable value of the 
plate s^d velvet, not by the quantity of labour worked 
up !n them, but by the quantity they will command or 
employ. ■.'u.Oii^^.ii j-iL ^ .tUin^AiLiL ' 
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it is proposed to estimate it, in the saffie man- 
ner as the price of a commodity is universally 
understood to mean price in money, whenever 
the term is used without referring- specifically 
to some other article. 

If, however, it should be found that tlie 
term real, in the sense in which it is first and 
most frequently applied by Adam Smith, has 
by usage got such fast hold of this meaning, 
that it cannot easily be displaced ; and, further, 
if it be thoug'ht that an adjunct of this kind to 
the term value will sometimes be wanted in 
explanations, and that to express what Adam 
Smith means, the term real is preferable to 
either of the terms intrinsic, positive, abso- 
lute, or natural, there would be little objec- 
tion to letting it retain its first meaning, pro- 
vided we took cai'e not to use it in application 
to the wages of labour, as implying the ne- 
cessaries, conveniencies, and amusements of 
Kfe. Instead of real wages, we must then say 
com wages, commodity wages, wages in the 
means of subsistence, or sometliing of the kind. 
But the other change is obviously more simple, 
and therefore in my opinion preferable. '■■■i»f- 



APPLICATION OF THE TERM fTILITY BY M. SAY. 

It would lead me too far and into too many 
repetitions, if I were to go through the prin- 
cipal definitions of tlie continental political 
economists, and examine the manner in which 
they have used Iheir terms in reference to the 
t^viouB rules above laid down ; but 1 cannot 
resist noticing one very signal deviation from 
them in tlie justly distinguished work of M. 
Say, It relates to the terra utility. 

It must be allowed by those who are ac- 
quainted with M. Say's work, first, tliat he has 
used the term utility in a sense totally different 
from that in which it is used in common con- 
versation, and in the language of tliose who 
are considered as the best authorities in po- 
litical economy. Proceeding upon the prin- 
ciple, that nothing can be valuable which is 
not useful to some person or othei', he has 
strangely identified utility and value, and 
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■value of wages. " It ban beeu my endeavour," 

^ says, " to show throughout this work, that 

tile rale of ])rofits can never be increased but 

' by a fall of wages."* Again lie observes, 

V Profits — it cannot be too often repeated — 

'depend on wages ; not on nominal but real 

I wages ; not on the number of pounds whicb 

[ Uay be annually paid to the labourer, but oa 

I the number of days' work necessary to obt*UQ 

^se pounds."! 

Ileal wages, then, according to Mr. Ri- 
I eardo's definition, are determined by the quan- 
tity of labour worked up hi the articles, which 
the labourer receives as a remunei-ation for his 
labour, whether food and clothiug, or money. 
Now the meaning here attached to the term 
real wages, on which Mr. Ricardo's theoiy of 
profits is made to depend, is quite unusuali, 
and decidedly contradicts all the most obvious 
rules wluch suggest themselves for the appli- 
cation of terras in any science. 

In the first place, no one we beheve ever 
heard, before the time of Mr. Ricardo, this 

* Polit. Econ. c. vii. p. 1S7, 3rd edit, 
t Id.p.l53. I • i t: ■"■ 
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trfttl'ils^d in eonversalion in siich a man- 
Afei^; that an increase of real wages would 
gienerally imply a dimination in tlie means 
of subsistence and comfort among tlie la- 
boiiring' classes and their families. Yet this 
wovlld be the case, according to the sense 
in which Mr. Ricardo uses the term. Speak- 
Ttig rf the different situations of tlie land- 
lord and the labourer, in the progress of 
society, after describing the increasing wealth 
of the landloi"d, he says, " The fate of tlie 
labourer will be less happy ; he will receive 
InoiB money-wages it is true, (and the money 
of Mr. Ricardo is here used as measuring 
what he calls real wages ;) but his com wages 
will he reduced ; and not only bis command 
of Com, but his general condition will be de- 
t^lribrated." With a continued increase of 
rejtl wages, " the condition of tlie labourer will 
generally decline, while the condition of the 
landlord will always be improved."* 

Secondly, No writer that I have met with, 
anterior to Mr. Ricardo, ever used the ten» 
wages, or real wages, as implying proportions. 
* Polil. Econ. c. V. p. 98, 3id edit. 
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I Prnfits, indeed. Imply proportions ; and 'the 
;e of profits had always justly been esti- 
mated by a per ceiita^ upon the value of the 
advances. But wages had unifonnly been 
considered as rising or falling, not accordui^ 
to any proportion which they might bear to 
the whole produce obtained by a tertain quan- 
tity of labour, but by the greater or smaller 
quantity of any particular produce received 
by the labourer, or by the greater or smaller 
power which such produce would convey, of 
commanding the necessaries and conveniencies 
of hfe. Adam Smith in particulai' had often 
used the teiin real wagus, and always in the 
most natural sense possible, as implying the 
necessaries and conveniencies of life, wliich, 
according to tlie common language and fetd- 
ings of men, might justly be considered as 
more real than money, or any other pai-ticular 
article in which the labourer might be pwd. 
And the use of the term, in tliis sense, by 
Adam Smith, and most other political econo- 
mists, necessarily made the new interpreta- 
tion given to it more strange, and more un- 
warranted, t qMmuat'<3lt I 



' TTilrdly, There were no objections to the 
sense in which tiie terra was before applied. 
It was both natural and useful. Nor wag a 
new interpretation of it wanted for the pupt 
pose of explanation. All the effects of the 
wages of labour upon profits might hava 
been clearly described, by stating, that profita 
are determined by the proportion of the whole 
produce which goes to pay tJie wages of la- 
bour, without calling this proportion, whether 
small or great in quantity, t/w real uiages of 
labour, and without asserting that, as the value 
of wages rises, profits must proportionabiy 
fall. That profits are determined by the pro- 
portion of the whole produce which goes to 
pay the wages of labour, is a propositioi»( 
which, when correctly explained, will be found 
to be true, and to be confirmed by universal 
experience ; while the proposition, that as 
the Value of wages rises profits proportionabiy 
fall, cannot be true, except on the assumption 
that commodities, which have the same quan- 
tity of labour worked up in them, are always 
of the same value, an assumption which pro- 
bably vrill not be found to be true in one case 
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out of five hundred ; and this, not from acd- 
deutal or teraporaiy causes, but from that 
natural and necessai^ state of things, which, 
in the progress of civilisation and improve- 
ment, tends continually to increase the quan- 
tity of fixed capital employed, and to render 
more various and unequal the times of the 
returns of the circulating capital. The intro- 
duction, therefore, of a new meaning of the 
term real wage?, has not certainly the recom- 
mendation of being more useful. 

Fourthly, tlie new sense in which the term 
real wages is used, is not maintained with 
consistency, or applied to old facts and opi- 
nions, witii a proper allowance for the change 
that has been made. Tliis is almost unavoid- 
able, when old terms, which are c|uite familiar 
in one sense, are applied in anotlier and dif- 
ferent sense. It is particularly remarkable in 
Mr. Ricardo'suse of his artificial money, which 
is meant to be the measure of real wages. 
Thus, he says, " It may be proper to obsen-e, 
that Adam Smith, and all the writers who 
have followed him, ha\'e, without one excep- 
tion that I know of, maintained, tliat a rise in 
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Aftprice of labour would be uniformly followed 
by a rise in the price of all mmniodities. I 
hope I have succeeded in showing' that there 
ai-e no grounds for such an opinion, and that 
only those commodities would rise which had 
less fixed capital employed upon them than 
tiie tnediiun iu which price was estimated, and 
thatall those which had more would positively 
fa^ in price when wages rose. On the con- 
trary, if wages fell, those commodities only 
would fall which had a less propoilion of fixed 
capital employed upon them than tJie medhun 
in which price was estimated ; all those which 
had more would positively rise ui price."* 

Now all tliese eflFects of a lise or fall iu the 
W:^«s.«)f iabour, depend entirely upon wages 
beiog estimated iu Mr. Ricardo's imaginary 
money. Estimated ui this way, and in this 
wayalcHie, Mr. Ricardo's statement would be 
correct. But neither Adam Smith, nor any of 
lusieilowere, down to the tune of Mr. Ricaido, 
ever thought of estimating tlie price of wages 
inltliisway. Andestiraatlng.themin the way 
tq which tliey were always accustomed, tiiat 
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U ill money, as they found it, they are quite 
justified in what tliey have said. Acoording 
to Adam Smith, at least, who estimates the 
vahie of commodities by the quantity of labour 
wliich they will command, if tlie money wages 
of labour universally rise, the value of money 
proportionably fidls; and when the value of 
money falls, Mr. Rieardo himself says, that 
the prices of goods always rise. 

The difference, therefore, between Mr. Ri- 
eardo and Adam Sraitli in this case, arises 
from Mr. Ricardo's forgetting that he was 
using the term price of labour in a dilFereut 
sense from that in which it was used in the 
proposition objected to. 

In the same maimer, Mr. Ricardo's very 
startling proposition respecting the effecta of 
foreign trade, namely, tliat " no extension of 
foreign trade will immediately increase the 
amount oi valine ia a country," arises entirely 
from his using the term value in a different 
sense from that in which it had been used by 
his predecessors. 

If the value of foreign commodities imported 
is to be estimated by the quantity of labour 
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A^brked up in the commodities sent out to pur- 
chase tliem, then it is quite tnie that, what- 
ever may be the returns, their value is unsus- 
^'eptible of increase. But if the value of foreign 
commodities imported be estimated in the 
way in which tliey had ever been estimated 
before, that is, either in the money, in tlie 
labour, or in the mass of commodities which 
they would command when brought home, 
then there cannot be the least doubt that the 
mtnediate effect of a prosperous venture which 
gives great profits to the merchants concerned 
would be to increase the amount of value in 
the country. The value, of the returns com- 
pared with the value of the outgoings would, 
in this particular trade, be greater than usual ; 
and it is quite certain, that this increase of 
value in one quarter would not necessarily 
be counterbalanced by a decrease of value in 
any other. Practically, indeed, nothing is 
more usual than a simultaneous rise in the 
value of the great mass of commodities from 
a prosperous trade, whether this value be es- 
timated in money or in labour. 

It must be allowed, then, that Mr. Rieardo 
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has been very far from cautious in the defini- 
tion and application of his terms, in treating 
of some of the most fundamental principles of 
poUtical economy ; and I have very little 
doBbt« as I have stated elsewhere, that this is 
one of the reasons why many of the readers 
of his work have found great difficulty in un- 
derstanding it. When old and very familiar 
terms are used in a new sense, it is scarcely 
possible for the writer to be always 66nsdstent 
in their application, and extremely difflcuM to 
the reader always to be aware of the sense 
meant to be affixed to them. 



ON THE DEFINITION AND APPLICATION OV TBIUIS 
BY MR. MILL, IN tllS " ELEMENTS OF FOLtTiCAL 
liCOVOMV." 

Mr. Mill, in liis Elements of Political Eco- 
nmiy, professedly lays no claim to discovery. 
His main object seems to have been to g'lve 
the substance of Mr. Ricardo's work in a more 
concentrated form, and with a better arrange- 
ment; and this object he has accomplished. 
In the definition and application of his terms 
he nearly follows Mr, Ricardo ; but it may be 
useful to notice a few cases, where he has 
either made the errors of Mr. Ricardo's defini- 
tions more prominent, or has altered withont 
improving^ them. 

On his first approach to the question of 
value, he desciibes the causes which deter- 
mine it much more inaccurately than Mr. Ri- 
cardo. He says, that " the value of commo- 
dities is determined by the quaiilky of capital 



A 



36 DEFINmONS OF 

and labour necessary to produce them."* But 
this is obviously untrae and quite inconsistent 
with what he says afterwards respecting the 
regulator of value* It may be correct, and I 
fully believe it is, to estimate the value of 
labour by its quantity ; but how can we esti- 
mate the value of different kinds of machinery, 
or different kinds of raw materials by their 
quantity ? The qmntity of raw material coa- 
tained in a coarse and thick piece of calico, as 
compared with a very fine and thiu piece (rf 
muslin, worked up by the same quantity of 
labour, may be four or five times greater, while 
the value of it, and the degree in which it 
effects the value of the commodity, may be 
actually less. We cannot, in short, measure 
the value of any product of labour by its bulk 
or quantity % and it must therefore be essen- 
ti^y incorrect to say, that the value of com- 
modities is determined by the quantity of ca- 
pital and labour necessary to produce them. 

Proceeding afterwards to investigate more 
minutely what it is, which in the last resort 

** Elements of Polit. Econ. c. ii. sec. iii. p. 75, 
2nd edit. 



deJemiines the proportion in which commodi- 
ties exchange for one another, he observes, 
that *' as all capital consists in commodities, 
it fdiows, of course, that the first capital must 
have been the result of pure labour. The 
first commodities could not be made by any 
commodities existing before them . But if the 
first commodities, and of course the first capital, 
were the result of jmre labour, the value of 
this capital, the quantity of other commodities 
for which it would exchange, must have been 
estimated by labour. This is an immediate 
consequence of the proposition ivhich we have 
just estabhshed, that where labour was the 
sole instrument of production, exchangeable 
value was detemiined by the quantity of labour 
which the production of the commodity re- 
quired. If tliis be estabUshcd, it is a neces- 
sEuy consequence that the escliangeable value 
ctf all comraodities is detennined by quantity 
of labour."* 

Now this necessary consequence, which is 
here so confidently announced, does not appear 
to me to follow either from this statement, or 

* Elements of Polit. Econ. c, iii. sec. ii. p. 92. 
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from any tiling; wliich is said siibsequentiy.. 
Allowing that the first commodities, if com- 
pleted aad brought into use immediately, might 
be the result of pure labour, and that their 
value would therefore be determined by the 
quajitity of that labour; yet it is quite im- 
possible that such commodities should be era- 
ployed as capital to assist in the production of 
other commodities, without the capitalist being 
deprived of the use of his advances for a eertmn 
period, and requiring a remuueratioQ in the 
shape of profits. 

Li the early periods of society, on account 
of the compaj'ative scarcity of these advances 
of labour, this remuiieratiou would be high, 
and would affect the value of such commodities 
to a considerable degree, owing to the high 
rate of profits. In the more advanced stages 
of society, the value of capital and conunocU- 
ties is liugely affected by profits, on account 
of the greatly Increased quantity of fixed capi- 
tal employed, and the greater length of time 
for which much of the circulating capital is 
advanced before the capitalist is repaid by 
the returns. In both cases, the rate at which 



ccntlmoditieS exchange with each other, is 
essentially affected by Ihe varying- amount of 
profits. It is impossible, therefore, to agree 
with Mr. Mill, when he saj-s, " It appears by the 
clearest evidence, that quantity of labour in the 
last resort detennines the proportion in which 
commoiMties exchange for one another."* 

On the same grounds Mr. Mill is quite in- 
correct, in calling cajtitiJ hoarded labour. It 
may, perhaps, be called hoarded labour and 
profits ; but certainly not hoarded labour alone, 
unless we determine to call profits labourl 
This Mr. Mill himself could not but see ; and 
consequently, in his second edition, he has 
deserted Mr. Ricardo, and boldly ventured to 
say, that " profits are in reality the measure 
of quantity of labour, "f But as this very pecu- 
liar and most unwarranted abuse of terms 
belongs, I believe, originally to Mr. Maculloch, 
it may be best to defer the more particular 
examination of it, till I come to consider the 
definitions and application of terms adopted 
by Mr. Maculioch. 



' 'fid. c. iii. Eec. i 
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Ill a work like that of Mr. Mill, which has 
so miich the air of logical precision, one should 
have hoped and expected to find superior ac* 
ciiracy in the definitions, and great uniformity 
in the application of hia terms, in whatever 
sense he might determine to use them ; but 
in this the reader will be disappointed. It is 
difficult, for iustauce, to infer from the language 
of Mr. Mill, whether a commodity is to be 
considered as altering in its value in propor- 
tion to its costs of production, or in proportion 
to its power of commanding other commodi- 
ties, and they are certaiidy not the game. 

At the comramencementof his seventli sec- 
tion, of chap, iii., entitled, " What reguUttes 
the Value of Mono/," he says, 

" By the value of money is here to be un- 
derstood the proportion in which it exchanges 
for other commodities, or the quantity of it 
which exchanges for a certain quantify of other 
things." 

This is, to be sure, a very lax description 
of the value of money, very mferior in point of 
accuracy, even to what would be understood 
by ths general power of purchasing. What 



are the things a certain quantity of which is 
here alluded to ? and it'these thinp;B chang'e in 
the costs of tlicir production, will money be 
proportionally affected i 

But we have a different and better descrip- 
tion of value in the next sectioD. It is there 
said, that " gold and silver are, in reality, 
cioramodities. Tliey are commodities for Hje 
attainment of which labour and capital must 
be employed, U is cost of production which 
determines the value of these as of other op- 
dioary productions."* 

Now, if cost of productioQ determines the 
value of money, it follows that, wliilc the cost of 
producing' a given quantity of money remains 
the same, its value remains the same. But it is 
obvious that the value of money may remain 
the same in this sense ofthetcim, while, owing 
to the alterations which may be taldng place 
in the costs of producing the commodities al- 
luded to, the quantity of other things for which 
it win exchange may be essentially difiiirent. 
Which of the two, then, is tlie true criterion 
of the vaiua of money I It is surely most de- 

» Sec. viii. p, 133. 



Birable that the student in political ecooomy 
should not be left in the dark on this subject ; 
yet Mr. Mill gives him no assistance ; and h6 
is left to decide between two very differe^ft 
meanings as well as he can. 

But, perhaps, the most culpable confusion 
of terms which Mr. Mill has fallen into, is in 
relation to demand and supply ; and as be has 

,^ more original and appropriate claim to this 
error than any other English writer, and its 
behef leads to very important consequences, 
the notice of it in particularly called for. 

In the first place, no person can have turned 
his attention, ni the sUghtest degree, to the 
language of pohtical economy, either in con- 
versation or books, without being fully aware 
that the term demand is used in two veiy 
distinct senses ; one implying the quantity of 
the commodity consumed, and the other, the 

. amount of sacrifice wiiich the purchasers are 

I willing to make in ordei' to obtain a given 
portion of it. In the former sense, an increase 
of demand is but veiy uncertainly connected 
with an increase uf value, or a further encou- 

! ragement to production, as ui general the 
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^^at'est increase of such kind of demand lakes 
place in consequence of a Vei-y abundant 
supply and a great fall in value. It is the 
Otiier sense alone to which we refer, when v 
speak of the demand compared with tlie siippPjf I 
as determinuig the values and prices of com- 
modities ; and in this latter sense of the tentt ' 
demand, which, perhaps, is in the most fre- 
quent use, an increase of supply is so far from 
increasing demand that it diminishes it, while 
a diiilinution of demand increases it. 

Secondly, it has been generally agreed, 
that when the quantity of a commodity brought 
to market is neither more nor less than snfii- 
cient to supply all those who are able and 
willing to give the natural and necessary price 
for it, the demand may then, and tlien only, 
be smd to be equal to the supply ; because, 
if tlie quantity wanted by those who are able 
and willing to give the natural price exceed 
' the supply, tlie demand is said to be greater 
thaii the supply, and tlie price rises above 
the ordinary costs of production ; and if the 
' quailtity wanted by those who are able and 
wining to give the natural price fall short of 
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I ihe supply, Ihc demand is said to be less than 
, tiie supply, and the price falls below tlie ordi- 
nary costs of production. Tliia is the langna^ 
of Adam Smith, and of almost all writers on 
political economy, as well as the language of 
common conversation when such subjects are 
discussed. Indeed it is" difficult to conceive 
in what other sense it could , witli any propriety, 
be said, that the supply was equal to the de- 
mand, because in any other sense than this, 
the supply of a commodity might be said to 
be equal to the demand, whether it were sell- 
ing; at double or the half of its cost. 

Tliirdly, it must be allowed, that according- 
to the best authorities in books and conversa- 
tion, what is meant by the glut of a particular 
commodity is such an abundant supply of it 
compaied with the demand as to make its 
price fall below the costs of production ; and 
what is meant by a general glut, is such an 
abundance of a large mass of eoramodities trf" 
different knids, as to make them all fall below 
the natural price, or the ordinaiy costs of pro- 
duction, without any proportionate rise of price 
in any other equally large mass of commodities. 



With these preliminary definitions, wo may 
proceed to examine some of the ai^umenls 
by which Mr. Milt endeavours to show tliat 
demand and supply are always equal in the 
aggregate ; that an over supply of some com- 
modities must always be balanced by a pro- 
portionate under supply of others ; and that, 
therefoi-e, a general glut is impossible. 

If Mr. Mill had always sti-ictly adhered to 
that meanuig of tlie tenu demand for a com' 
modity which signiBes the quantity consumed, 
he might have maintained the position with 
which he heads the third section of his fourth 
chapter, namely, that consumption is co'cxltn- 
site with production. This, however, is, in' 
reahty, no more than saying, that if commo- ' 
dities were produced in such abundance as to 
be sold at half their cost of production, tliey 
would still be somehow or other consumed— 
a truism equally obvious and futile. But 
Mr. Mill has used the term demand in such a ■ 
way, ttiat he cannot shelter himself under this 
truism. He observes, " It is evident that 
whatever a man has produced, and does not 
wish to keep for Ms own consumption, is a 



40 DEFINITIONS OF 

from any thin^ which is said subsequeatiy.i 
Allowing tliat the first coromodilies, if com- 
pleted and brought into use immediately, might 
be the result of pure labour, and that their 
value would therefore be determined by the 
quantity of that labour; yet it is quite im- 
possible that such commodities should be em- 
ployed as capital to assist in the production of 
other commodities, without the capitaUst being 
deprived of the use of his advances for a certain 
period, and requiring a remuneration in the 
shape of profits. 

In the early periods of society, on account 
of the compai'ative scarcity of these advances 
of labour, tliis remuneration would be high, 
and would affect the value of such commodities 
to a considerable degree, owing to the high 
rate of profits. In the more advanced stages 
of society, the value of capital and commodi- 
ties is lai-gely affected by profits, on account 
of tlie greatly increased quantity of fixed capi- 
tal employed, and the greater length of time 
for which much of the circulating capitaJ is 
advanced before the capitalist is repaid by 
the returns. In both cases, the rate at which 
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oolbmoditieS exchange with each uther, is 
essentially affected by the ^■aryinp; amount (jf 
profits. It is impossible, therefore, to agree 
with Mr, Mill, when he says, " It appears by the 
clearest evidence, that quantity of labour in the 
last resort determines the proiwrtion in which 
commodities exchange for one another."* 

On the same grounds Mr. Mill is quite in- 
correct, in calling capital hoarded labour. It 
may, perhaps, be called hoarded labour and 
profits ; but certsdnly not hoarded labour alone, 
unless we determine to call profits labour. 
TTiis Mr. Mill himself could not but see ; and 
consequently, in his second edition, he has 
deserted Mr, Ricardo, and boldly ventured to 
say, that " profits arc in reality the measure 
of qnantity of labour."f But as this very pecu- 
liar and most unwarranted abuse of terms 
belongs, I believe, originally to Mr. Maculloch, 
it may be best to defer the more particular 
examination of it, till I come to consider the 
definitions and apphcation of terms adopted 
by Mr. Maculloch. ' 

* Elements of Polit. Econ. c, iii. sec. ii. p. 94. 
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market, as compared with hats. Shoes i 
then be in more than due abundance. Why? 
Because in them the produce of a c^rt^in 
quantity of labour would not exchange for the 
produce of an equal quantify. But for the 
very same reason, hats would be in less than 
due abundance, because the produce of a cer- 
tain quantity of labour in tliem would e*- 
diange for the produce of more than an equal 
quantity in shoes."* 

Now, I have duly attended, according; to 
Mr. Mill's instructions, to the proposition 
which is to make all the rest clear ; and yet 
the conclusions at which he wishes to arrive, 
appear to me as much enveloped in darkness 
as ever. This, uideed, was to be expected 
from the proposition itself, which obviously 
involves a most unwarranted deCnition of what 
is meant, when we say that tlie supply and the 
demand are accommodated to one another. 
It has already been stated that what has hi- 
therto been meajit, botli in conversation and 
in the writings of the highest authority on 
political economy, by the supply being accosa- 
» • Elem . of Poiit. Ecou. c. iv. s. iii. p. 233. ,1 uj 




modated to, or equal to the demand, is, that 
the supply is just sufficient to accommoilate 
all those who ai-e able and willing to pay the 
natural and necessary price for it. In which 
case, of course, it will always sell at what 
Adam Sinitli calls its natural price- 
Now, unless Mr. Mill is ready to maintain 
that people would still say that tlie supply of 
a commodity was accommodated to the de- 
mand for it, whether it were selling at three 
times the cost of its production, or only one- 
third of that cost, he cannot maintmu his de- 
finition. He cannot, for instance, deny that 
hats and shoes may be both selling- below the 
costs of production, although they may ex- 
change for each other in such proportions, that 
the hats produced by a certain quantity of 
labour may exchange for the shoes produced 
by the same quantity of labour. But can it 
be said on tliis account, tliat the supply of 
hkta is suited to the demand for hats, or the 
supply of shoes suited to the demand for 
shoes, wlien they are both so abundant tliat 
neither of them will exchange for what will 
fulfil the conditions of their continued supply? 
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And supposing that, while bolh are seDing'bbi 
low the costs of production, shoes should fall 
still lower than hats, what would be the con- 
sequence ? According to Mr, Mill, " shoes 
would then be in more than due abundance. 
Why? Because in them the produce of a 
certain qnantity of labour would not exchange 
for the produce of an equal quantify. But for 
the veiy same reason, hats would be in less 
than due abundance, because the produce of 
a certain quantity of labour in them would 
exchange for the produce of more than an 
equal quantity in shoes."* 

It will be most readily allowed that, in the 
ease supposed, shoes will be in more than due 
abundance, thougli not for the reason given 
by Mr. Mill. But Iiow can it be stated, with 
the least semblance of tnith, tliat hats would 
be in less than due abundance, wlien, by the 
very supposition, they are selling at a price 
which will not re-purchase the quantity trf la- 
bour employed in producing them. 

Nothing can show more distinctly than tlie 
very case here produced by Mr. Mill, that bis 

-. • Elem. of Folit. Econ. c. iv. s. iii. p. 2S4..i 'JCa 
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proposition or defiiiition, which is to clear up 
©Verything", is wholly iuapplicable to the ques- 
ticBi ; aud that to represent the abundance or 
defiqiency of the supply of one commodity, a^ 
determined by the deficiency or abundance of 
another, is to give a view of the subject to- 
tally dilTereut from the reality, and calculated 
to lead to the most absurd conclusions. There 
is hardly any stage of society subsequent to 
the- division of labour, where the state of tiie 
supply compared with the demand of shoes is 
essentially affec;ted by the state of the supply 
compared with the demand for hats ; and in 
the present state of society in this country, 
where the question of a g-eneral glut has arisen, 
it is atill more irrelevant to advert to any otlier 
objects as efficient causes of demand for a par- 
ticular commodity, except those wiuch relate 
to the costs of producing it. 

The hop-planter who takes a hundred bags 
of hops to Weyhill fmr, thinks little more 
about the supply of hats and shoes than he 
does about the spots in the sun. What does he 
think about, then ? iuid what does he want to 
exchange his hops for .' Mr. Mill seems to 
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be of opinion that it would show great ij 
ranoe of political economy, to say tliat what 
he wants is money ; yet, notwithstanding the 
pnibable imputation of this great ignorance, 
I have no hesitation in distinctly asserting, that 
it really is money wliich he wants, and that 
this money he must obtain, in the present state 
of society, in exchange for the great mass of 
what he has brought to market, or he will he 
unable to carry on his business as a hop- 
planter ; and for these specific reasons ; first, 
that he must pay tlie rent of his hop grounds 
in money ; secondly, that he must pay for his 
poles, his bags, his implements, &c., &c., in 
money ; thirdly, that he must pay the nu- 
merous kbourers which he employs on his 
grounds, during the course of the next year, 
in money ; and fourthly, that it is in money, 
and in money alone of all the articles brought 
to the fiur, that he can calculate his profits. 

It is perfectly true, that both the landlords 
and the labouret^ who are paid in money will 
finally exchange it for something else, as no 
one enjoys money in kind, except the miser ; 
but the landlord who may spend perhaps a 



good deal in post-horse<:, dinners at inns, and 
menidl servants, would be little likely to ac- 
cept from tiie hop-planter the articles which 
he could get at the fair in exchange for his 
hojis ; and thoujjli the expenditure of the la- 
bourer is much more simple, and may be said 
to consist almost entirely in food and clotliin^, 
yet it is quite certain that the power of com- 
raailding a f^iven i|uaiitity of labour can never 
be represented, witli any approach towards 
ooitectness, by a given quantity of com and 
clothing'. As a matter of fattt, tlie labourer 
in this country is paid in money ; and while it 
often happens that for many years together 
the money-price of labour remains the same, 
the money-price of corn is continually altering, 
ajid the labourer may, perhaps, receive the 
value of twice as much com in one year as 
be does iu another. 

"What an entirely false view, then, does it 
give of the real state of things, what a com- 
plete obscurafion instead of iltnstration of the 
subject is it, to represent the demaiid for shoes 
as determined by the supply of hats, or the de- 
mand for hops by the supply of cloth, cheese. 
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or even corn. In fact, the doctrine tbatone 
half of tlie commodities of a country necessa- 
rily constitute an adequate market or effec- 
tual demand for the othei' half, is utteriy with^ 
out foundation. The great producers who are 
the great sellers, before they can venture to 
thuik about the supplies of hats, shoes, and 
clotii, on which they may perhaps expend a 
tenth part of a tenth part of what they have 
brought to market, must first direct their 
whole attention to the replacing- of their 
capital, and to the question whether, after re- 
placing it, they will have realized fair profits. 
Whatever may be the number of mtermediate 
acts of barter wliich may take place in regard 
to commodities — whetlier the producers send 
them to Cliina,* or sell them in the place 
where they are produced : the question as to 

• Foreign trade is, no doubt, maiuly a trade of bar- 
ter; but ihc question whether British woollens find an 
adequate market in the United States, does not depend 
upon their purchasinfr the same quantity of (obaceo as 
usual, but upon whether the tobacco, or whatever the 
returns may be, will purchase the British money or the 
British labour necessary lo enable the woollen manu- 
facturer to carry on hia buMneaa suctessfully. If both 
woolien manufacliirea and tobacco are below the costs 
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anradeqoate market for tiicin, dcjiends cxcl*' 
slvely upon whether the producers ciui icplacB' 
their capitals with ordinary profits, 80 as to 
enable them successfully to go on with their' 
basinesB. 

But what are then- capitals ? They are, as 
Adani Smith states, the tools to work wltbi 
the materials to work upon, and the means 
of commanding the necessary quantity of la- 
bour. Colonel Torrens, therefore, is quite 
right, when he says, " that an increased pro- 
duction of those articles which do not form 
c(Mnp<Hient parts of capital, cannot create an 
increased effectual demand, either for such 
articles themselves, or for those other articles 
which do form component parts of capital."* 
And, perhaps, he may be considered as making 
some approa*Jies towards the truth, when he 
says, that " effectual demand consists in the 

of production in niouey or labour, both parties may be 
cuTjing on a losing Irade, at the time when the rate at 
^Ifich the twp articlts exchange with each other is the 
Ea^ie OS usual. Tliis is the aiistvcr U> the |iamplilet, 
WOtch M. Say adilrcs.ied to me eomc years ago. 
,:>L?j^ tbfE.Fioduction of Wealth, c vi. s. vt. p.349. 
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power and inclination, on the part of «onr 
tumers, to give for commodities, either by im- 
mediiite or circuitous barter, some greater 
proportion of all the ingredients of capital than 
their production costs."* But in this latter 
position, he is still very far from represent- 
ing what actually taiies place. When we 
consider how much labour is directly employed 
in the production of the great mass of com- 
modities, and recollect further, that raw mate' 
rials and machinery, the other two branches 
of capital, are ma'mly produced by labour^ it 
is obvious tliat the power of replacing- capi- 
tals will mainly depend on the power of com* 
manding labour ; but a given quantity of what 
Colonel Torrens calls the ing-redients of capi* 
tal, can never represent a given quantity of 
labour; and consequently, if a given quantity 
of labour be necessary in any productiouj a 
very different quantity of the ingredients of 
capital would be required at different times, to 
occasion the same effectual demand for it. It 
is far, therefore, from being true, that if the 

* On the PraductioQ of WealUi, c. vi. b. vi. p. 849. 



iflgtedients of capital, represented by a hun- 
dred and ten quarters of com, and a hundred 
and ten suits of clothing', were increased to 
"two hundred and twenty quarters of com, 
and two hundred and twenty suits of clothing, 
the effectual demand for the article would 
be doubled."* 

It is still further from the truth, " that in- 
creased supply is the one and only cause of 
increased effectual demand ;"f and most happy 
is it for mankind that this is not true. If it 
were, how difficult would it be for a socriety 
to recover itself, under a temporary diminu- 
tion of food and clothing- ! But by a kind pro- 
vision of nature, this diminution, within cer- 
tain limits, instead of diminishing', will increase 
effectual demand. Tiie theory of demand and 
supply, shows tliat the food and clothing thus 
diminished in quantity, will rise in value ; and 
universal experience tells us, that, as a matter 
of fact, the raoney-price of the remmning food 
and clothing will for a time rise in a greater 
degree than in proportion to the diminution 

* On the Production of Wealth, c. t!, s. vi. p. 345. 
f Id. p. 348. 



of Hs qnantity, while the money-price of 'la*' 
boiir may remain the same. The necessary 
oonsequence will be, the power of settings in. 
motion a greater (juantity of productive iiH" 
dustry than before.* 
■ Tliere is no assumption so entii-ely fatal to- 
a just explanation of what is really taking* 
place in society, as the assumption, that the 
natural wages of labour in food and clothing 
are always nearly the same, and just about 
sufficient to maintain a stationary population- 
All the most common causes of an accelera- 
tion or retardation in the movements of the 
great machine of liuman society, involve va- 

* It is quite Bstoniehing that pelitical ecanomiatsi rif 
' ^utalioH should be ib dined to resort t(^ any ItlQfl ,9^ 
illustration, however clumsy anil inapplicable, rather 
than refer to money, I suppose they are afraid' of tfiie' 
iniputalioii of thinking; Uiat Hreallli consLstB in monf^j 
Put tliough it is certainly true tbat wealth does not con^ 
Eist in money, it is equally true that money is a most 
powerfiil agtnt in the disliibution of wealth ; and those 
who, in a country where all exchanges are practically 
effected by money, continue the attempt to explain llje 
principles nf demand and supply, and the variations 
of wagTS and profits, by referring chiefly to hats, sUo^; 
corn, suits of clolliing, &c., must of necessity feil^,iii'H 




nations, and often great vai-iations, in the real 
wages of labour. Commodities in general, 
and. corn most particularly, are continually 
riang or falling in money-price, from llie state 
of the supply as compared with the demand, 
while the money -price of iaboui' remains mnch 
more nearly the same. In the case of a rise 
of com and commodities, tlie real wages of 
commoD day-labour arc necessarily diminished : 
the labourer obtains a smaller proportion of 
what he produces ; profits necessarily rise ; 
the capitalists have a greater power of com- 
mandiug- labour ; more persons are called into 
full work, and the increased produce whicli 
follows, is the iiaturat remedy for that st;ite of 
the demai)d and supply, fi-om whatever cause 
arising, which had occasioned the temporary 
rise in the money-price of commodities. On 
tlie other hand, if corn and other commodities 
fall in money-price, as compared with Ihe 
moaey-price of labour, it is obvious that the 
day-labourer, who gets employment, will be 
able to buy more com with the money which 
he iieceives ; he obtains a larger propoitioo of 
what he produces ; profits necessarily fall ; the 
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capitalists have a diminished power of eom- 
manding labour ; fewer persons aie fully em- 
ployed, and the diminisiied production which 
follows, is the natuial remedy fur that state of 
the demand and supply, from whatever cause 
arising;, which occasioned the temporary fall 
In the money -price of commodities. The ope- 
rBtion of tliese remedial processes to prevent 
I ike continuance of excess or defect, is so much 
what one should naturally expect, and is so 
obviously confirmed by general experience, 
that it is inconceivable that a proposition 
should have obtained any cun-ency which ia 
founded on a supposed law of demand and 
supply diametrically opposed to these reme-. 
dial processes. 

It will be recollected, that the question of a 
glut is exclusively whether it may be general, 
as well as particular, and not whether it may 
be permanent as well as temporary. The 
causes above mentioned act powerfully to pre- 
vent the permanence either of glut or scarcity, 
and to regulate the supply of commodities so 
as to make them sell at thou- natural prices. 
But this tendency, in the natural course of 
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things, to cure a glut ur a scarcity, is no more 
a proof tliat such evils liave never existed, 
than the tendency of the healing- processes of 
nature to cure some disordei-s without assist- 
ance from man, is a proof that sucli disorders 
have not existed. 

But to return more particularly to Mr. Mill. 
Aiter asserting that the supply is the demand, 
and the demand is the supply, so frequently, 
that the unwary reader must feel quite at a 
loss to know which is which, he comes to a 
distinct conclusion, which is so directly coH' 
tradlcted both by theory and experience, as 
to shew either that his premises must have 
been false, or that what he calls his indisso- 
luble train of reasoning consists of raere un-. 
connected links. He says, "It is therefore 
muvei-sally true, that as the aggregate deman4 
and aggregate supply of a nation never can 
be unequal to one anotlier, so there never can 
be a snperabujidant supply in patticular in- 
stances, and hence a fall in exchangeable 
value below the cost of production, without 
a corresponding deficiency of supply, and 
hence a rise in exchangeable value beyond 
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cost of production in other instances, ^^e 
doctrine of the g'lut, therefore, seems to be 
disproved by a chain of reasoning perfectly in-, 
dissoluble."* 

While commodities are merely compared 
with each other, it is unquestionably true that 
they cannot all fall together, or all rise toge- 
tiier. But when they are compared with the 
I costs of production, as they are in the above 
I tiassage, it is evident that, consistently with 
we justest theory, they may all fall or rise at 
' fte same time. For what are the costs of 
production ? They are either Uie quantity of 
money necessary to pay the labour worked up 
in the commodity, and in the tools and ma- 
terials consumed in its production, with the 
wdinarj' pn)fits upon the advances for the 
time that they have been advanced ; or they 
are the quantity of labour in kind required to 
be worked up in the commodity, and in the 
tools and materials consumed in its production 
with such an additional quantity as is equiva- 
lent to tlie ordinary profits upon the advances 
for the time that they have been advaneedi 



' '* Elem. ofPolit. Ecou. c. iv. s. iii. p. 2S4. 
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*"*Now it surely cajinot be denied theoreti- 
call^i tiiat all commodities produced in this 
couatry may fall io comparison with a com- 
modity produced i[i Mexico. As little can 
it be denied theoretically that all commodities 
produced by British labour may fall as comr 
pared with that labour, either from au unusu* 
ally increased supply of such commodities, or a 
diminutiou of demand for them. And when, 
from these theoretical concessions, required by 
the universally acknowledged laws of demand 
and supply, we turn to the facts, we see with 
our offii eyes, and learn from authority which 
thete is no reason whatever for doubting, that 
a very large mass of commodities does at 
times lull below the costs of production, 
whethei- those costs be estimated in money or 
labour, without the slightest shadow of pre- 
tence for saying that any other equally large 
mass is raised proportionally above the costs 
of production. 

Even within the very last year, it is a matter 
of the most public notoriety that the cotton 
raaoufactures, the woollen manufactures, the 
linen manufactures, tlie sQk manufactures, 
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have all fallen below the costs of produc^isn, 
including ordinary profits. To go no further, 
the amount of tliese manufat^tiires, taken 
together, must, on a rough estimate, exceed 
seventy millions of pounds sterling. And if 
this mass of commodities, partly from over 
production and over trading, and partly from 
their necessary consequences, the shock to 
confidence and credit and the diminution of 
bills of exchange and currency, have fallen 
below the ordinary costs of production, what 
man Is there credulous enough to beUeve that 
there must have been, according to tiie lan- 
guage of Mr, Mill, " a corresponding defi- 
ciency of supply, and hence a rise of ex- 
changeable value beyond cost of production 
in other instances "t I doubt, indeed, much, 
whether satisfactory evidence could be bi-oogiit 
to show that a single million's worth of goods 
has risen above the cost of production, while 
seventy millions' worth have fallen bdow it. 

Consequently, if the definition of a general 
glut be a fall in a great mass of commodities 
below the costs of production, not counter- 
balanced by a proportionate rise of some 



other equally larf|;e mass of commodities above 
tlie costs of production, Mr. Mill's conclusion 
against the existence of a g;eneral glut, 
founded on " a chain of reasoning perfectly 
indissoluble," seems to be utterly without foun- 
dation. 

If facta so notorious as these to which I 
have adverted are either boldly denied, or 
considered as undeserving attention, in found- 
ing the tiieories of pohtical economy, there is 
an end at once to the utility of tiie science. 

On tlie subject of the wages of labour, 
Mr. Mill has added his authority to the pecu- 
liar views and language of Mr. Ricardo. He 
says, " Whatever the share of the labourer, 
such is the rate of wages ; and, vice versd, 
whatever the i-ate of wages, such is the share 
of the commodity or commodities' worth which 
the labourer receives."* Perhaps the term 
rate of wages used by Mr. Mill to express the 
proportion of the produce which falls to the 
share of the labourer is in some respects pre- 
ferable to tlie term real wages, used by Mr. Ri- 
cardo for the same purpose ; but still it is highly 
Mill' * Elements of Polit. Econ. c. ii, sec. ii. p. 41. 
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objectionable, because it is an old and familiar 
terra used in an entirely new sense. When 
the expressions h\gh or low rates of wages 
were used, before the time of Mr. Ricardo 
and Mr. Mill, no one understood them to 
mean the proportion of the produce awarded 
to the labourer. In fact, this meaning had 
not been before conveyed by any appropriate 
terms in the langfuage of political economy ; 
yet it is a meaning the expression of which 
was much wanted ui explaining the theory of 
profits. To express it, therefore, a new term 
should certainly have been chosen, and not 
an old one, which was familiar in a different 
sense. There seems to be no objection to 
the term proportionate wages, which has been 
used by Mr. MaccuUoch. 

On the wliole, it must be allowed, that 
Mr. Mill in his Elements of Political Bconon^ 
has but little attended to tlie most obviotis 
rules which ought to guide political econo- 
mists in the definition and application of their 
terms. They are often unsanctioned by the 
proper authorities, and rarely maintained with 
consistency. - - , .-iiii!i?vi/l»J'..kJiJiai 



^V CiuprEHVIT. 

on THE DEFINITION AND APPLICATION OF TERMS, 
BY MR. MACCULLOCII, IN Ills " PRINCIPLES OF 



However incautious Mr. Rieardo and Mr. 
Mill may have been in the definition and appli- 
cation of their terras, I fear it will be found 
that Mr. Maccullocb has been still more so ; 
and that, instead of growing more careful, the 
longer he considers the subject, he seems to 
be growing more rash and inconsiderate. 
■ The expositors of any science are in ge- 
neral desirous of calling into their service 
definite and appropriate terms ; and for this 
purpose their main object is to look for cha- 
racteristic differences, not partial resem- 
blances. Mr. Maccullot^h, on the other hand, 
seems to be only looking out for resem- 
blances ; and proceeding upon this principle, 
he is led to confound material with immaterial 
objects ; productive with unproductive labour ; 
capital with revenue ; the food of the labourer 
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with the labourer himself; production with 
consumption ; and labour with profits. 

Tliat this is not an exaggerated view of 
\\^t has been stated by Mr. Macculloch, in 
his Principles of Political Economy, any person 
vfko reads the work mth attention may satisfy 
himself. 

Mr. Macculloch's definition of wealth, which 
he considers as quite miexceptionable, is, 
" those articles or products which possess 
exchangeable value, and are either necessary, 
useful, or agreeable."* 

It is not, perhaps, quite unexceptaonable to 
use the term value in a definition of wealth. 
It is something like explaming igrwlum ■per 
ignotius. But independently of this objection, 
the definition is so worded, that it is left in 
doubt whether immaterial gratifications are 
meant to be included m it. They are not in 
general designated by the tenns articles or 
products ; and it is only made clear that it is 
intended to include them by a collateral remark 
on ray definition of wealth, which I confine 
specifically to material objects, and by a suh- 

* Principles of Political Economy, part i. p, i.Am : 
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sequent definition of productive labour, which 
is made to include every frratificalion derived 
from human exertion, 

Mr. Macculloch, in the article on PoUtical 
Economy which he published in the Supple- 
ment to the Encyclopaedia Britannica, had 
excluded these kinds of gratificatiou from hia 
definition of wealth, and had given such rea.sous 
fortius eschision, as would fully have convinced 
me of its propriety, if I had not been convinced 
brfore. He observes that, " if political econo- 
my were to embrace a discussion of the produc- 
tion and distribution of all that is usefiti and 
agreeable, it would include within ilaeJf every 
other science ; and the best EncjclopiEdia would 
really be the best treatise oo pohtical economy. 
Good health is useful and delightful, and there- 
fore, on tliis hypothesis, the science of wealth 
ought to comprehend the science of medicine : 
civil and religious liberty are highly useful, 
and therefore the science of wealth must com- 
prehend the science of politics : good acting 
is agreeable, and therefore, to be complete, 
the science of wealth must embrace a discus- 
sion of the principles of the histrionic art, and 
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SO on. Such de6nitioDS are obviously woite 
than useless. They can have no effect but to 
generate confused and perplexed notions re- 
specting- the objects and hmits of the sdenoe, 
and to prevent the student ever acquiring- a 
clear and distinct idea of the inquiries in which 
he is engaged."* 

On these grounds he confined wealth to 
material products ; but, in the same treatise, 
be included, in his definition of productive la- 
bour, all those sources of gratification which 
he had, with such good reason, excluded from 
his definition of wealth. When lie had done 
this, however, he could not but be struck with 

* Those remarks were priucipully directed against 
Lord Lauderdale's definition of wealtll — all tktit man 
degirtig at utcful and delightful to him; but they apply 
with nearly equal force to Mr, MaccuUoch'sptesonf de- 
finition, which is limited to those objects which possess 
exchangeable value. According to Mr, Macculloch's 
I. own statement, health is purchased from the physician, 
and the gratification derived froni actingfrom the actor; 
„ and it must be allowed that it is impossible to enjoj the 
'"benefits of civil and religious liberty without paying 
I those who administer a good gavemment, Itlkaa, been 
J mdby Mr. Hailam, with some truth, that the liberties 
of England were chiefly obtained bj successive pur^ 
'■'cbases from the crown. -"I h^tivfi jfJUdW,, 
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-&e inconsistency of saying tliat wealth con- 
sisted exclusively of material products, and 
yet that all labour was equally producti^'e of 
wealtli, whether it produced material products 
or not. To get rid of this inconsistency, he 
has now altered his definition, by leaving out 
the term material products ; and it remains 
to be seen, whether in so doing he has not 
essentially deviated from the most obvious 
rules which should direct us in defining our 
terms. 

His definition of wealth, as explained by 
what he subsequently says of productive la- 
bour, now includes all the gratifications derived 
from" menial service and followers, whatever 
may be their number. 

Now let us suppose two fertile countries 
with the same population and produce, in one 
of which it was the pride and pleasure of the 
landlords to employ their rents chiefly in 
maintaining menial sen'ants and followers, 
and in the other, chiefly in the purchase of 
manufactures and the products of foreign 
commerce. It is e\ident that the different 
results would be nearly what I de.scribed iu 
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Speaking" of the consequences of the delinitiea 
of the Economists. In the country, where the 
tastes and habits of the landlords led them to 
prefer material conveniencies and luxnries, 
there would, iu the fb'st place, be in all pro- 
bability a much better division of landed 
property ; secondly, supposing the same agri- 
cultural capital, there would be a very much 
greater quantity of manafacturing and mer- 
cantile capital ; and thirdly, the structure of 
society would be totally different. In the one 
couBtry, there would be a large body of persons 
living upon the profits of capital ; in the other, 
cx)mpai-dtively a very small one ; in the one, 
there would be a largo middle class of society ; 
in the other, tlie society would be divided 
almost entirely between a few great land- 
lords and their menials and dependents : in 
the one countr-y, good houses, good furniture, 
good clothes, and good carriages, would be 
in comparative abundance ; while in the other, 
these conveniencies would be confined to a 
very few. 

Now, I would ask, whether it would not be 
the grossest violation of all common language. 




and all common feelings and apprehensions, to 
say that the two coimtriea were eqnally rich ? 

Mr. Maccalloch, however, has discovered 
that there is a resemblance between the end 
accomplished by the menial servant or de- 
pendent, and by the manufacturer or agri- 
culturist. He saya, " The end of all human 
exertion is the same ; that is, to increase 
the sum of necessaries, comforts, and enjoy- 
ments ; and it must be left to the judg- 
ment of every one to determine what propor- 
tion of these comforts he will have in the 
shape of menial services, and what in the 
shape of material products."* 

It will, indeed, be readily allowed, that 
even the third footman who stands behind a 
coach, and seems only to add to the fatigue 
of the horses and the wear and tear of the 
carriage, is still employed to gratify some 
want or wish of man, in the same manner as 
the riband maker or the lace maker. It will 
further be readily allowed, that it is by no 
means politic to interfere with individuals iu 
the modes of spending their incomes. But 
■ *■ ' * Principles of Polil. Econ., part iv. p. 406. '-- 
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does it at all follow Fi-om tiiis, that if these 
different kinds of labour have very different 
effects OQ society in regard to wealth, as the 
term is understood by the great mass of raao- 
kind, that they should not be distinguished 
by different appellations, in order to facilitate 
the explanation of tliese different effects? 
Mr. Macculloch might unquestionably discover 
some resemblance between the salt and the 
meat which it seasons ; they both contribute, 
when used in proper proportions, to compose 
a palatable and nutritive meal, and in genei-al 
we may leave it to the taste and discretioii 
of the individual to determine these propor- 
tions ; but are we on that account to con- 
found the two substances together, and to 
aifirm tliat they are equally nutritive ? Are 
we to define and apply our terms in sucji a 
way as to make it follow from our statements, 
that, if the individual were to compound his 
repast of half salt and half meat, it would 
equally conduce to his health and strength 1 . 
But Mr. Macculloch states, that a taste for 
the gratifications derived from the unproduc- 
tive labourers of Adam Smith " has exactly 
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ttte same efiect upon national wealtli as a 
laate for tobacco, champagne, or any otlier 
luxury."* This may be directly denied, 
nnless we define wealth in such a manner as 
win entitle us to say that the enjoyments 
derived by a few g-reat landlords, from the 
parftde of menial servants and followers, will 
tell as effectuaUy in an estimate of wealth as a 
large massof manufactLirei-s and foreign com- 
modities. But when M.Chaptai endeavoured 
to estimate the wealth of France, and Mr. Col- 
qnhoon that of England, we do not find the 
value of these enjoyments computed in any 
of their tables. And cei-tainly, if wealth 
means what it is understood to mean in com- 
mon conversation and in the language of the 
highest authorities in the science of Political 
Economy, no effects on national wealtli can 
or will be more distinct than those which 
result from a taste for material eonveniencies 
and luxuries, and a taste for menial servants 
and followers. The exchange of the ordinary 
products of land for manufactures, tobacco, 
and champagne necessarily generates capital ; 

Y'' -'• Principles of Polit. Ecoii., part iv. p. 410. ' M 

L_I_J 



DEFINITIONS ( 



and the more such exchanges prevail Hie 
more do those advantages prevail which 
result from the growth of capital and a better 
structure of society ; while an exchange of 
necessaries for menial services, beyond a cer- 
tain limited amount, obviously tends to check 
the growth of capital, and, if pushed to a con- 
siderable extent, to prevent accumulation 
entirely, and to keep a couutry permanently 
in a semi-barbarous state. 

Mr. MaccuUoch, when not under tlie in- 
fluence of his definition, justly observes, that 
" the great pmctieal problem, involved in 
that part of the science of political economy 
which treats of the production of wealth, must 
resolve itself into a discussion of the means 
whereby the greatest amount of necessary, 
useful, and desirable products may be ob- 
tained with tlie least possible quantity of 
labour."* But among the unproductive 
labourers of Adam Smith there is no room for 
such saving of labour. The pre-eminent ad- 

* Principles of Polit. Econ., part ii. p. 71. This 
language hns absolutely no meaning, it' all labour be 
equally productive in regard to national wealth. 
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Vantages to be deiived from capital, machi- 
nery, and the division of labour, are here 
almost entirely lost ; and in most instances tlie 
saving of labour would defeat the very end in 
view, namely, the parade of attendance, and 
the pride of commanding a numerons body of 
followers. 

Now, if the employment of the labour re- 
quired to produce material conveniencies and 
luxuries necessarily occasions the creation and 
distribution of capital, and, further, atfords 
room for all the advajitag^s resulting" from 
the saving of labow and the moat extended 
use of machineiy; while the employment of 
tJie labour, called by Adam Smith unpro- 
ductive, is necessarily cut oft' from all these 
benetits, I would ask whether these two cir- 
cumstances alo}ie do not form a sulficiently 
marked line of distinction am])ly to justify the 
clasaifitsition of Adam Smith ; and the utility 
ttf such a classification, in explaining the 
causes of the wealth of nations, is most obvi- 
ous and striking. 

So difficult is it, consistently, to maintain 
a defijiition which contradicts the common 
usage of language, and the common feelings 
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with the labourer himself; production with 
consumption ; and labour with profits. 

Tliat this is not an exaggerated view of 
what has been stated by Mr. Macculloch, in 
his Principles of Political Economy, any person 
wiiD reads the work with attention may satisfy 
himself. 

Mr. MaecuUoch's definition of wealth, which 
he considers as quite imexceptionable, is, 
" those aiticles or products wliich possess 
exchangeable value, and are either necessary, 
useful, or agreeable."* 

It is not, perhaps, quite unexceptionable to 
use the term value in a definition of wealth. 
It is something Uke explaining ignotum per 
ignotiTis. But independently of this objection, 
the definition is so worded, that it is left in 
doubt whether immaterial gratifications are 
meant to be included in it. They are not in 
general desigaated by the terms articles or 
products ; and it is only made clear that it is 
intended to include them by a collateral remark 
on my definition of wealth, which I coiifine 
specifically to material objects, and by a sub- 

• Principles of Political Economy, port i. p, 5. 
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seqtient definition of productive labour, which 
is made to include every gratification derived 
from human exertion. 

Mr. Macculloch, in the article on Political 
Economy which he published in the Supple- 
ment to the Encyclopsedia Britannica, had 
excluded these kinds of gratification from hia 
definition of wealth, and had given such reasons 
for this exclusion, as would fully have convinced 
me of its propriety, if I had not been convinced 
before. He observes that, " if political econo- 
my were to embrace a discussion of tlie produc- 
tion and distribution of all that is useful and 
agreeable, it would include within itself every 
other science ; and the best Eneyelopfedia would 
really be the best treatise on political economy. 
Good health is useful and delightful, and there* 
fore, on this hypothesis, the science of wealth 
ought to comprehend the science of medicine : 
civil and religious Uberty are highly useful, 
and therefore the science of wealth must com- 
prehend the science of poUtics : good acting 
is ^reeable, and therefore, to be complete, 
the science of wealth must embrace a discus- 
sion of the principles of the histrionic art, and 
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so on. Such definitions are obviously wcote 
than useless. They can have no eflect but to 
generate confused and perplexed notions re- 
specting the objects and hmits of the scienoe, 
and to prevent the student ever acquiring a 
clear and distinct idea of the inquiries in which 
he is engaged."* 

On these grounds he confined wealth to 
material products ; but, in the same treatise, 
: be included, in his definition of productive la- 
bour, all those sources of gratification which 
he had, with such good reason, excluded from 
his definition of wealth. When he had done 
'. ftis, however, he could not but be struck with 

" These remarks were iiriucipally directed against 
Lord Lauderdale's definition of wealtli — all that man 
> daires at latftd and df/ighfful to kmt; bnt they apply 
,,:vith nearly equal force to Mr. Mac cull och'spiesent de- 
finition, which is limited to tliose objects which possess 
"eichangeable value. Accordinp; to Mr. Macculloch's 
1 ; lown Btatement, healtJi is purchased from the physician, 
_ and the gratification deiived from acting from the qclor; 
„ and it must be allowed that it is impossible to enjoy the 
'"benefits of civil and religious liberty without paying 
I : those who admiiiiHter a good government. It lias been 
1 1, said by Mr. Hallani, with some truth, that the liberties 
of EnglaTid were chiefly obtained by Buccessive pur; 
'■'chases from the crown. -'i i'l**".'^ rtiWiSJ,, 
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♦he inoonsisteney of saying that wealth con- 
sisted exclusively of material products, aild 
yet that all labour was equally productive of 
wealth, whether it produced material products 
or not. To g"et rid of this inconsistency, he 
has BOW altered his definition, by leaving out 
the term material products ; and it remains 
to be seen, whether in so doing he has not 
essentially deviated from the most obvious 
rules which should direct us in defining our 
terms. 

His definition of wealth, as explained by 
what he subsequently says of productive la- 
bour, now includes all tbe gratifications derived 
from' menial service and followers, whatever 
may be their number. 

Now let us suppose two fertile countries 
with the same population and produce, in one 
of which it was the pride and pleasure of the 
landlords to employ their rents chiefly in 
maintaining menial servants and followers, 
and ill the other, chiefly in the purchase of 
manufactures and the products of foreign 
commerce. It is evident that the different 
results would be nearly what I described in 
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speaking of the consequences of the definition 
of the Economists. In the country, where the 
tastes and habits of tlie landlords led them to 
prefer material conveniencies and iuxories, 
there would, in the first place, be Iii all pro- 
babdity a much better division of landed 
property ; secondly, supposing the same agri- 
cultural capital, there would be a very much 
greater quantity of manufacturing and mer- 
cantile capital ; and thirdly, the structure of 
society would be totally differeut. In the one 
coimtry, there would be a large body of persons 
living upon the profits of capital ; in the other, 
comparatively a very small one : in the one, 
there would be a large middle class of society ; 
in the other, tlie society would be divided 
almost entirely between a few great land- 
lords and their menials and dependents : in 
the one country, good houses, good furniture, 
good clothes, and good carriages, would be 
in comparative abundance ; while in the other, 
these conveniencies would be confined to a 
very few. 

Now, I would ask, whether it would not be 
the grossest violation of all common language, 
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con^derations, as a portion of the capital of 
the country." 

Tliis appears to me to be very little dif- 
ferent from saying that a man who is capable 
of being made to perform tlie functions of 
a judge onght to be denominated a judge ; 
because, whether he sits on the bench or in 
the court below, the identity of tJie man is 
ihe same ; he is equally possessed, in the one 
case as well as the other, of the capacity to 
assist in the decision of causes, and so long; 
as he possesses that capacity he ought to be 
viewed, independently of all other considera- 
tions, as one of the judges of the country. 
It is said, that the French are astonished at 
the small number of judges in England. 
If this kind of comprehensive nomencla- 
ture vrere adopted, their wonder would soon 
cease. 

The whole of the incomes of every person 
in a society, in whatever way they may be 
actually employed, might be employed, as 
fiir as they would go, directly in the support 
ofmau. Consequently, according to the de- 
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fijiiiioiis of Mr, Maccullocb, all uicomes it 
capital. But lie is not satisfied even with 
tills very unusually-extended meamng of the 
term. He can trace a resemblance betweeu 
a working man and a working- horse, and is, 
consequently, led to say, " However ex- 
tended tlie sense previously attached to the 
terra capital may at first sight appear, I am 
satisfied that it ought to be ijiterpreted stilt 
more comprehensively. Instead of under- 
standing by capital all that portion of the pro- 
duce of industry extrinsic to man, «hieh may 
be appUcable to bis support, and to the facili- 
tating of production, there does not seem to be 
any good reason why man liimself should not, 
and very many why he should, be considered 
as forming a part of the national capital. 
Man is as much the produce of labour as any 
of the machines constructed by hU agency ; 
and it appears to us, that in all economical 
investigations he ought to be considered in 
precisely the same point of view."* 

Tliat there is some I'eserablance betweeu a 
* PrincipleK of Polit. Econ., partii. p, 1J4, -ti ,. 

■..j) -r-'j'^. „,l !.. <v'hi I '-.ill -I'-iinw 
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the same effect upon national wealtli as a 
taste for tobacco, champagne, or any other 
luxury."* 'riiis may be directly denied, 
unless we define wealth in such a manner as 
will entitle us to say that the enjojTnents 
detived by a few great landlords, from the 
pdrade of menial servants and followers, will 
tell as effectually in an estimate of wealth as a 
large massof raannfacturers and foreign com- 
modities. But when M. Chaptal endeavoured 
to estimate the wealth of France, and Mr. Col- 
qnhoun that of England, we do not find the 
value of these enjoyments computed in any 
of their tables. And cei-tainly, if wealth 
means what it is understood to mean in com- 
mon conversation and in the language of the 
highest authorities in the science of Pohtical 
Economy, no effects on national wealth can 
or will be more distinct than those which 
result from a taste for material eonveniencies 
and luxuries, and a taste for menial ser\'ants 
arid followers. Tlie exchange of the ordinary 
products of land for manufactures, tobacco, 
and champagne necessarily generates capital ; 
(Ujj. Principkaof Polit. Econ., partiv' p. 410. ' 
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m.ide this statement than Mr. MaccuDdch 
himself. Nothing-, indeed, can show more 
strikingly the extreme difficulty of maintain- 
ing' consistently new and unusual definitions-, 
than the frequency with which he seems to be 
compelled to use terms in their old and ac- 
custome-d sense, notwithstanding- the different 
definitions which he has given of them. 

Thus, in his very peculiar and mast unten- 
able argument on the efiects of absenteeism 
in Ireland, one of the reasons which he gives, 
why the absence of the landlords does not 
diminish the wealth of that country is, that 
they do not remove any capital from it, but 
merely what they would spend on their own 
gratifications. If, however, the definition oi" 
the capital of a country, as stated by Mr. Mao- 
culloch, be " tJuit portion of Uit produce of in- 
dustry existing in it which can be made 
directly available either to the support of 
human existence or to the facilitating of pro- 
duction," it follows necessarily that they re- 
move a considerable quantity of capital, as it 
will hardly be denied that the corn, cattle, 
and butter produced from their estates (which. 
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after all the mystery about bills of exchange 
is done away, are practically the main articles 
exported to England for the payment of their 
rents) may be made directly available to the 
support of human existence. 

Mr. Macculloch is also disposed to recom- 
mend emigration as one of the best naeans of 
relieving the distress of Ireland, by altering 
the proportion between capital and labour ; 
but if, according to him, in all economical 
discussions, man is to be considered as capital, 
precisely like the machine which he uses or 
the food which he consumes, the emigration 
of a portion of tlie population will be to de- 
prive the country of a portion of its capital, 
which has always been considered as most 
pernicious. Whatever, therefore, may be 
the merits or demerits of Mr. Macculloch's 
reasoning on these subjects, independently of 
his definitions, it is obvious that tlie applica- 
tion of his definitions at once destroys it. 

It need hardly be repeated, that in all the 
less strict sciences, definitions and classifi- 
cations are seldom perfect and complete ; but 
no reasonable man will refuse to take advan- 
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tage of an imperfect instrument which is es- 
sentially useful, if no other more perfect one 
cai) be obtained. If it be found useful, with 
a view to an explanation of the causes of the 
wealth of nations, to make a distinction be- 
tween the labours of agriculturists and manu- 
factures, as compared with menifd servants, 
followers, and buffoons, the utility of this 
distinction is not destroyed, though its per- 
fect accuracy may be impeached, because, in 
a few instances, the laboin of the menial 
servant is very similar to that of the pro- 
ductive labourer. The classification is fonned 
upon the general character and general effects 
of one sort of industiy as compared with ano- 
ther; and if, in tliese respects, the line of 
distinction is sufficiently marked, it is mere 
useless cavilling to dwell upon particulai" 
uiBtances.*. 



• Tliisis very justly slated in Mr. Mill's "Elements 
of Political EconMny," ch. iv. sec. i. p. 21B, 2d edit.: 
both Mr. Bicardo and Mr. Mill, indeed, fiilty allow tbe 
distinction between productive and unproductive labour. 
M. Say, though he calls the labour of the menial seo- 
vnnt productive, makes o distinction between the labour 
which is productive oi material producis and thelpbaur 
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■-Bat even in the very case on wliich MrJ 
MaccuUoch lays his principal stress, the dif- 
ference is snch as fully to warrant a dift'erent 
classification. It is, no doubt, true that, to 
hare a fire in an attic in London, it is equally 
neee^ary that the coals should lie brotig^it 
up stairs (ram tlie cellar, as that they should 
be brought up from tlie bottom of the coal- 
mine to the surface : it is equally true that 
there is some resemblance between carrying 
ooals from the bottom of a house to the tup, 
and carrying them IVoni the bottom of a mine 
to'thetop; but there is still a most decided 
wid'charaoteristic difference in the two eases. 
The miner. 13 paid by the owner or worker 
of the mine, -for the express pnrpose of ki- 

which is productive of immaterial products. Of llie 
latter products he says, "En fevorisant leur niulli- 
plication, on ne fait rien pour la richesae, on ne fait que 
pour la consommalion."-^TableA}ialyiiiiue,\iv.i. ch. 
IS.' This is a most characteristic ditFerence ; aud 
Ihough I prefer the classification of Adam Smith, as 
more Rimple, I should allow that, on these principles, 
the causes of the wealth of nations may be clearly ex- 
plained. But I own myself utterly at a loss to conceive 
how they can be explained, if bU labour be considered 
as equa.ny productive. ' "'^;|J I,'!.' -''"''■> ',' .'.'-'.i;!. 
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creasiftg his wealth ; the value of the miner's 
labour is, therefore, charged with a profit 
upoH the price of the coals ; and the resuH 
of it would regularly enter into any estimate 
of national wealth. But when the same 
owner or worker of coal-mines pays a menial 
servant for bringing coals up from the yard 
to the drawing-room, he pays liJm for the 
express purpose of facilitating and rendering 
more convenient and agreeable, the consump- 
tion of that wealth which he had obtained 
through the instrumentality of the miner. 
The two instruments are used for purposes 
distinctly ditferent, one to assist in obtaining 
wealth, the other to assist in eortsuming it. 
In an inquiry into the causes of the wealth 
of nations, I cannot easily conceive a more 
distinct and useful line of demarcation. 

On the same principle, if it be found useful 
with a view to explanations, to distinguish, by 
a different name, the stock destined for im- 
mediate consumption, from the stock em- 
ployed or kept, with a view to profit, surely 
we must not wait to investigate the peculiar 
talents of each individual, before we venture 
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to oharacterise the nature of }iis expenditure ; 
and if we find such men as Arkwright and 
Watt* most naturally and properly reserving", 
for their immediate consumption, the means 
of keeping up a handsome or splendid esta- 
bUshraent for the gratification of themselves, 
their family, and their friends, make an ex- 
ception in their favour, and call such an ex- 
penditure an outlay of capital, instead of a 
conaumptbn of revenue, as we should call it 
in the case of all ordinary persons. Such an 
inquiry would impose a duty upon the writers 
in political economy, which it would be per- 
fectly absurd to attempt to fulfil, as it would 
quite defeat the end of the proposed classifi- 
cations ; and with regard to the distinguished 
characters adverted to, it would surely be 
most unnecessary. In an estimate of national 
wealth, the genius of a Newton or a Milton 
is necessarily underrated, which only shows 
tliat there are other sources of admiration 
and delight besides wealth. But such men 
as Arkwright and Watt are quite safe in the 
hands of the political economist. The re- - 

h ^^ • Elem. of Polit Ecou. part ii, p. 93. J 
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suit of their |>:eiiius and labour is exacU<)r'Of 
that description which is estimated in the 
very great addition which it makes to the 
capital and revenue of the country, in tlie 
most natural and ordinary acceptation of these 
terms. And when tlie effects of their gowus 
imve been estimated in this way, it would not 
only lead to inextricable difficulty, but it 
would be obviously a double entry, to esti- 
mate, in addition, the value of the men as ex- 
traordinary machines. It would be like esti- 
mating the value of a commodity produced 
by a skilful artificer, and then adding his high 
wages, and putting both into an estimate of 
national wealth. 

But it is difficult to say what may not be 
called wealth, or what labour may not be 
called productive, in Mr. Macculloch's nomen- 
clature. Accorduig to his view of the subject, 
any sort of exertion, or any sort of consumption 
which tends, however indirectly, to encourage 
production, ought to be denominated produc- 
tive ; and before we venture to call the mo^ 
trivial sort of exercise or amusement, such as 
blowing bubbles, or building houses of cards 
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lonjltiEpductive, we must wait to see whether 
the person so employed does not work the 
harder for it afterwai-ds.* But, not to 
rtiention the impossibility of any, the most 
nseful classification, if such doctrines were 
admitted, and we were required to wait 
the result in each particular case, and make 
exceptions accordinjjly, I will venture to 
affirm, that if we once breakdown the dis- 
tinction between the labour which is so 
directly productive of wealth as to bo esti- 
mated in the value of the object produced, 
nnd the labour or exertion, which is so indi- 
rectly a cau,se of wealth, that its effect is in- 
capable of definite estimation, we must neces- 
ftlirSy introduce the greatest confusion into the 
science of political economy, and render the 
causes of the wealth of nations inexphcable. 
There is no kind of exertion or amusement 
which may not, upon this principle, be called 
productive. Wiilking-, riding, driving, card- 
playing, billiard-playing, &c. &c. may all be, 
indirectly, causes of production ; and accord- 
ing- to Mr. Macculloch, " it is very like a tni- 
' • PriooJp. of Polit. Econ., part iv. p, 409. ' 
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ism, to say, that what is a cause of production 
must be productive."* 

But of all the Indirect causes of produc' 
tion, the most powerful, beyond all question, 
is consumption. 

If man were not to consume, how scanty, 
comparatively, would be the produce of the 
earth. Consumption, therefore, is the main 
fundamental cause of production ; and if we 
arc to put indirect causation on a footing with 
direct causation, as suggested by Mr. Mae- 
euUocli, we must rank in the same class, the 
manufactur'er and the bilhard player, the pro- 
ducer and Uie consumer. 

It is impossible that the science of poUtical 
economy should not most essentially suffer 
from such a confusion of terms. Nothing 
can be dearer, than that, witli a view to any 
tiling like precision, aud the means of intel- 
ligible explanation, it is absolutely necessary 
to designate by a different name the labour 
which is directly productive of wetUtli, from 
that which merely encourages it. 

Another most extraordinary and inconceiv- 
" Priucip, ofPolil. Econ., purt iv, p, 411. 
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able misnomer of Mr. MacciiUoch is, the ex- 
tension of the term labour to all the opera- 
tions of nature, and every variety of profits. 

Adam Smith, and all other writers,, who 
have happened to fall in iny way, have meant, 
by the term labour, when unaccompanied by 
any specific adjunct, the exertions of human 
beings ; and by the term wages of labour, 
the remuneration, whether in produce or mo- 
ney, paid to those human beings for their 
exertions. When Mr. Ricardo stated, that 
commodities exchanged with each other ac- 
cording to the quantity of labour worked up 
in them, there cannot be the least doubt that 
he meant the quantity of human labour imme- 
diately employed in their production, together 
with that portion of human labour worked up 
in the fixed ajid circulating capitals consumed 
in ai(hng such production. And it is un- 
doubtedly true, referring merely to the rela- 
tion of one commodity to another, and sup- 
posing all other things the same ; that is, 
supposing profits to be the same, tlie propor- 
tion of fixed and circidating capitals to be the 
same, and tlie duration of the ilxed capitals 
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and the times of the retunis of the oireulatTi^ 
capitals the same, that then the relative values 
of the commodities will be determined by the 
quantity of human labour worked up in each. 

But Mr. Maccnllodi could not but see that 
it was scarcely possible to take up two com- 
modities, of different kinds, in which all these 
things would be the same, and, consequently, 
that such a supposition would be so inappli- 
cable to the mass of commodities, as to be 
perfectly useless ; and yet, without such a 
supposition, the proposition would be obvi- 
ously false. 

Instead, however, of correcting Mr. Ricar- 
do's proposition, as he was naturally called 
upon to do, by adding to tlie human labour 
worked up in the commodity, any other de- 
ment which was found ordinai-ily to affect its 
vahie, and calling it by its ordinary name, he 
chose to retain Mr. Ricaixlo's language, but 
entirely to alter its meaning. There is no-t 
tiling- that may not be jiroved by a new defi- 
nition. A composition of flour, milk, suet, 
and stones in a plum-pudding ; if by stones 
be meant plums. Ui)on this principle, Mr. 
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Macciiltoch undertakes to show, that commo- 
dities do really exchanjfe with each other 
according^ to the quantity of labour employed 
upon them ; and it must be acknowledged, 
that in the instances which he has chosen he 
hits not been deterred by apparent difficul- 
ties. He has taken the bull by the bonis. 
The cases are nearly as strong' as that of the 
plum-pudding-.* 

They are the two following — namely, that 
the increase of value which a cask of wine 
acquires, by being kept a certain number of 
years untouched in a cellar, is occasioned by 
the increased quantity of labour employed 
upon it ; and that an oak tree of a hundred 
years' growth, worth 25/., which may not have 
been touched by man, beast, or machine for a 
century, derives its whole value fi-om labour. 

Mr. Maeeulloch acknowledges that Mr. Ri- 
oardo was inclined lo modify his grand princi- 
ple, that the exchangeable value of commo- 
dities depended on the quantity of labour 
required for theu' production, so far as to allow 
that tlie additional exchangeable value that 
* Prmci[)le9 of Polil. Ecoo., part iii., pp. 3J3. 317. 
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13 sometimes given to commodities, by keep- 
ing them after they have been purchased or 
produced until they become fit to be used, 
was not to be considered as an effect of labour, 
but as an equivalent for the profits which 
the capital Iwd out on the commodities would 
have yielded had it been actually employed.* 
TTiis was looking at the subject in the true 
point of view, and showing that he would not 
get out of the difficulty by changing the mean- 
ing of the term labour ; but Mr. MaccuUoch 
says — • 

" 1 confess, however, notwithstanding the 
hesitation I cannot but feci in diiFering from 
so great an authority, that 1 see no good rea- 
son for making this exception. Suppose, ttJ 
illustrate the principle, that a cask of new 
wine, which cost 50/., is put into a cellar, 
and that at the end of twelve months it is 
worth 55L, the question is, whether ought the 
5/. of additional value given to the wine to be 
considered as a compensation for the time 
the 50/. worth of capital has been locked up, 
or ought it to be considered as the value of 

* Principles of PoJit. Econ., part iii, p. 813. 
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additional labour actually laid out on the 
wine. I think that it ought to be considered 
in the latter point of view, and for this, as it 
appears to rae a most satisfactory and con- 
clusive reason, that if we keep a commodity, 
as a cask of wine which has not arrived at 
maturity, and on which therefore a cliange or 
effect is to be produced, it will be possessed of 
additional value at the year's end ; whereas, 
had we kept a cask of wine which had already 
arrivedat maturitt/, and on which no beneficial 
or desirable effect could be produced for a 
hundred or a thousand years, it would not 
have been worth a single additional farthing. 
This seems to prove incontrovertibly that the 
additional value acquired by the wine during- 
the period it has been kept in the cellar is not 
a compensation or return for time, but for the 
effect or change that has been produced on 
it. Time cannot of itself produce any effect, 
it merely affords space for really efficient 
causes to operate ; and it is therefore clear, 
that it can have nothing to do with the 
value."* 

* Principle.^ of Polit. Econ., part iii. p. 313. 
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On tilia passage it should be remarked, iu 
tlie first place, that the question stated iu it is 
not the main question in reference to the new 
meaning which Mr. Macculloch must give to 
the term labour, in order to make out his 
proposition. He acknowledg'es that the in-- 
creased value acquired by the wine is eithe* 
owing to Uie operation of nature during the 
year in improving its quaUty, or to the profits 
acquired by the capitaUst for being deprived 
for a year from using his capital of 50/. in any 
other way. But iu either case Mr.Macculloch's 
language is quite unwarranted. When he 
uses the expression, "additioiml labour actually 
laid out upon the wine," who couid possibly 
imagine that, instead of meaning human 
labour, he meant the processes carried on by 
nature in a cask of wine during the time that 
it is kept. This is at once giving an entirely 
new meaning to the term labour. 

But, furfiier, it is most justly stated by 
Mr. Ricardo, that when the powers of nature 
can be called into action in nnlimited abun- 
dance, she always works gy'alis ; and her pro- 
cesses never add to tlie value, though they 
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Way add very greatly to the utility of tlie 
objects to whicli they are applied. 

This truth is also fully adopted and strongly 
stated by Mr. Macculloch himself. " All tlie 
rude products (he says) and all the productive 
powers and capacities of nature are gra- 
tuitously offered to man. Nature is not 
uig^rdly or parsimonious ; she neither de- 
mands nor receives an equivalent for her 
favours. An object which it does not require 
any portion of laboui- to appropriate or to 
adapt to our use may be of tlie very highest 
utility, but as it is the fi^ee gift of nature, it is 
utterly impossible it can be possessed of the 
smallest value."* Cousequently, as the pro- 
cesses which are cariying on in the cask of 
wine, while it is kept, are unquestionably the 
free gift of natm«, and are at the service of 
all who want them, it is utterly impossible, 
even if their eflects were ten times greater 
tliaii they are, that they should add in the 
smallest degree to the price of tlie wine. It 
is, no doubt, perfectly true, as stated by 
Mr. MaccuUoch, that if wine weip not im- 

V , ' - • Principles of Polit. Ecoji., purl ii. ]>. 69. 
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proved by keeping-, it would not be worth e 
single additional farthing after being kept a 
hundred or even a thousand years. But this 
proves nothing but that, in tJiat case, no one 
^onld ever think of keeping wuie longer than 
was absolutely necessary for its convenient 
sale or convenient consumption. 

The improvement which wine derives from 
keeping is unquestionably the cause of its 
being kept ; but when on this account the 
wine-merchant has kept his wine, the addi- 
tional price which he is enabled to put upon 
it is regulated upon principles totally distinct 
from the average degree of improvement 
which the wine acquires. It is regulated ex- 
clusively, as stated by Mr. Ricardo, by the 
average profits which the capital engaged in 
keeping the wine would have yielded if it had 
been actively employed ; and that tliis is the 
Regulating principle of the additional price, 
tind not the degree of improvement, is quite 
certain : because it would be universally al- 
lowed that if, in the case supposed by Mr. 
Macculloch, the ordinary rate of profits had 
been 20 per cent., instead of 10 per cent., a 
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cask of new wine, worth 50/. , after it had been 
kept a year, would have been increased in 
value 10/. instead of 51., although the pro- 
cesses of nature and the improvement of the 
wine were precisely the same in the two 
cases ; and there cannot be the least doubt, 
as I said before, that if the quality of wine, by 
a year's keeping, were ordinarily improved in 
a degree ten times as great as at present, the 
prices of wines would not be raised ; because, 
if they were so raised, all wine-merchants 
who sold kept wines would bo making greater 
profits than other dealers. 

Nothing then can be clearer than that the 
additional value of the kept wine is derived 
from the additional amount of profits of which 
it is composed, determined by the time for 
which the capital was advanced and the ordi- 
nary rate of profits. 

Tlie value of the oak tree of a hundred 
years' growth is derived, in a very consider- 
able degree, from the same cause ; though, in 
rich and cultivated countries, where alone it 
eould be worth 25/., rent would necessarily 
form a part of this value. 
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If the nnmbei* of aconis necessary on -an 
average to rear one good oak were planted 
by the hand of man, they would be planted 
on appropriated land ; and as land is limited 
in quantity, the powers of vegetation ip the 
land caiuiot be called into action by every one 
who is in possession of aconis, iii the saipe 
way as the unproviug operations of natnre 
may be called into action by every person 
who possesses a cask of wine. But setting 
this part of the value aside, and supposing 
the acorns to be planted at a certain expense, 
it is quite clear, that ahuost the whole qf the 
remaining value would be derived from the 
compound interest or profits upon the ad? 
vances of the labour required for the first 
planting of the acorns, and the subseqaeu^i 
protection of tlie young trees. A much 
larger part, tlierefore, of the final value.of 
the tiee than of the final value of the wine 
would be owing to profits. 

Now, if we were to compare an oaii tree, 
worth 25/,, with a quantity of hardwai-e wor^ 
the same sum, the value of which was chiefly 
made up of human labour ; and as the resiaqn 




ttliytlicse two objects were of the samevalne, 
«er6 to state that the same quantity of labour 
hadbeen worked up in them — ^we should ob- 
viously state a direct falsity, according to the 
c6minon usage of language ; and nothing 
could make the statement (rue, but the magi- 
cal influence of a new meaning given to the 
term labour. But to make labour mean pro- 
fits, or fermentation, or vegetation, or rent, 
appears to me quite as unwarrantable as to 
make stones mean plums. 

To meamre profits by labonr is totally a 
different thing. Adam Smith always keeps 
wages, profits, and rent quite distinct ; and 
when he mentions one of them, never thinks 
of indnding in the same term any otiier. But 
he observes, that " labour moumrc^ the value 
not only of that part of the piice of a commo- 
modity which resolves itself into labour, but 
of that which resolves itself into rent, and of 
that which resolves itself into profit,"* This 
is perfectly just ; and, in particular, nothing 
c?iti be more natural and obvious than to mea- 
siri^' by labour the increase of value whicli 
commodities derive from profits ; because 
* Wealth i>f Nations, b, i. c vi, 
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profits are a per centage upon the advanoes, 
and the main original advances in the great 
mass of commodities are the necessary quan- 
tity of labour.* 

Thus, if a hundied days' hibour be ad- 
I'Vonced for a year,* in order to produce a 
1 eommodity, and the rate of profits be 10 per 
eent. , it is impossible in any way to represent 
I to correctly the increase of value which the 
[ commodity derives from profits as by adding 
I 10 per cent., or whatever may be the rate of 
' profits, to the quantity of labour actually em- 
ployed, and saying, that the completed com- 
modity when sold would be worth ten days' 
labour more than the quantity of labour 
worked up in it. On the other hand, if we 
were ignorant of the rate of profits, but found 
that a hundred days' labour advanced for a 
year would produce a commotUty i^ch 
would ordinarily sell for the value of one 
hundred and ten days, we might safely con- 
clude that ordinary profits were lOpercent. 

* It must always be recollected, that the advance of 
a certain number of days' labour necessarily involves 
the wages paid for them, however these wages may 
vary in quantity. But the essential advance is the 
quantity of labour, not the quantity of money or corn. 



MR. MACCULLOCH. Ill 

Now, if we were to compare two commo- 
dities, on eadi of which a hundred days' 
labour had been employed, and one of them 
could be brought to market immediately, 
the other in not less time than a year, it is 
quite obvious, that we could not say that 
tJiey would exchange with each otiier ac- 
cording to the quantity of labour worked up 
ip them ; but we evidently could say, that 
they would exchange with each other accord-* 
ing to the quantity of labour and of profits 
worked up in them, and that one of them would 
be 10 per cent, more valuable than the other, 
because profits had added the value of ten 
days' labour to the labom' actually employed 
npon the one ; wliile there being no profits 
in the otlier, its value was only in propor- 
tion to the labour actually employed upon it. 

And in general, while the slightest exa- 
nunation of what is passing around us must 
convince us that commodities, under deduc- 
tion of rent and taxes, do. not ordinarily ex- 
change with each according to the quantity 
of human labour worked up in them, the 
same examination will convince us that, under 
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the same deduction, they rfo ordinarily i<eit-* 
change with each other, according to Ihe 
qnantity of human labour ondo/jjro^fswm-ked 
np in tliera ; and further, tliat the quantity 
of human labour worked up in thera, with the 
profits upon tlie advances for the timeihat 
they have been adranced, is correctly mea- 
sured by the quantity of human labour of the 
same kind which the commodity so composed 
will ordinarily command. 

We must carefully, therefore, distinguish 
between mcamnng profits by labour, and 
meaning- profits by labour ; and while the first 
is obviously justifiable, and may be in the 
highest degree useful, it must be allowed, 
that the latter contradicts all the most ob- 
vious rules fur the use of terms: it coBtm- 
dicts the usage of common conversation) .it 
contradicts the liigbest authorities iii'the 
science of political economy : it emlwirraSsea 
all explanations ; and it cannot be maintained 
■with consistency. 

Tliough Mr. Macculloeh's work aflbi'ds 
other instances of a want of attention, on a 
point so imjjortant in all pliilosopliical di&- 




cii9siotis> • as .ippi-(»prk(e and consistent dc- 
fiitftions, I will only notice further, his nse of 
the tenn rml. He applies it to wages, in 
two senses entirely different. 

In part iii. p. d94, he Siiys, *' But if the 
Tariation in the rate of wti^s be real, and 
not nominal,, that is, if the labourer be get- 
ting either a greater or less proporiion of the 
produce of his induitri/, or a greater or less 
quantity of money of invariable value, this 
will not happen. " Here, it is evident that 
]Vfr. MaccuUoch applies tiie term real to 
wages, in the sense of proportional wagesy 
that is, as Mr. Ricardo apjilied it. r 

In part iii. p. 365, Mr. Maucullocli says,- 
''If the productiveness of industry were to 
diminish, proportional wages might rise, 
notwithstanding that real wages, or the ab~ 
solute amount of the produce of industry failing 
to the share of tlic labourer, might be di- 
minished. Here, the tenn i-eal wages is 
used as synonymous widi the absolute amount 
of produce faUiug to the share of tlie la- 
bourer, tliat is, in the senso in which Adam 
Smith has applied it;. .>\.. ys-Uv!pij;_ .'j jJivrt 
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I have already observed, that Adam Edith's 
ajiplication of the term real wages, to the 
absolute quantity oftheprodiioe earned by the 
labourer, seems to be a most natural one ; and 
Mr. Ricardo's application of the same term 
to the proportmi of the produce earned by the 
labourer, a most unnatural one. Mr. Mae< 
culloch, therefore, was quite right, in intro- 
ducing- the term proportionate wages, to ex- 
press Mr. Ricardo's meaning ; but why not 
adhere to it ? Why should he, in some places, 
mean, by real wages, proportionate wages, and, 
in other places, something totally ditFerent. 

In the application of the terra reel to 
value, Mr. MaccuUoch adopts the meaning 
of Mr. Ricardo. He says, indeed, "that it is 
to Mr. Ricardo's sagacity, in distinguishing 
between the quantity of labour required to 
produce commodities, and the quantity of 
labour for whicli they will exchange, and in 
showing, that while the first is undeniably 
correct as a measure of their real, and ge- 
nerally speaking, of their exchangeable va- 
lues, the second, instead ofbemg an equi- 
valent proposition, is requeutly opposed to 
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ihe first, and consequently, quite inaccurate, 
that the science is indebted for one of its 
greatest improvements."* 

I should be sorry to think that Mr. Ri- 
cardo's services to the science of political 
economy should rest principally upon the 
fraii foundation, on which they are here 
placed; a foundation, which, as we have 
seen, Mr. Maccnlloch himself cannot defend, 
without totally altering' the meaning of Mr. 
Ricardo's words, 

This is evident, in various passages of 
Mr. MaoGulloeh's work* In his section on 
valuey part il p. 316, he thus expresses 
himself: " assuming the toil and trouble ofaC' 
quiring am/ thing to be the measure of its 

• Principles of Polit-Econ., part iii. p. 223. Thiaiaa 
most remarkable passag'e to come fiom Mr. Maccullocli, 
who, though he agrees witli Mr. Ricordo in worils, has, 
in reality, deserted him, and agrees in substance with 
Adam Smith. According to tlie new meaning, which 
Mr. Maccnlloch has given to the term profits — the 
quantity of labour required to produce a commodity, ia 
precisely equal to the quantity of labour lor which it 
will ordinarily eKchauge, and certainly not equal to 
■wliat Mr. Ricardo meant by the quantity of labour be- 
stowed upon it. ' ■Wiiv'v.!.' p*' .[!_>!' ■■ 



rdal value, or of the esteem in wWeh'itift 
held by its possessor." Again, he snys, 
p. 819, "the real value of a commodity, or 
the estimation in which it is held by its ;k>5- 
sessor, is measured or determined by the 
quantity of labour required to produce or ob- 
tain it." 

In these two jjassages, he obviously iden- 
tifies the 3'eal value of a commodity with 
the estimation in which it is held. But, 
surely, in this case, the term real must be 
applied as Adam Smith applies it, and not 
as Mr. Ricardo applies it? Can it be con- 
tended for a moment, that a commodity, 
which, on account of the necessMT remune- 
ration for profits, sells for ten per eent. above 
the value of the human labour worked up m 
it, is not held in higher eitiinntion, than a 
commodity which sells for ten per cent, less, 
fm acwiunt of the value of the labour em- 
ployed upon it not having' been increased by. 
(ffofits ? Would it not be absolutely certain, 
that if the latter could be obtained by the 
sacrifice of a hundred days' labour, it would 
be necessary to make the sacrifice yf a hvuidpcci 
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Midden days' labour, or some equivalent for 
it, in order to obtain the former? Conse- 
quently it follows iiccesMaiily, that if the leal 
value of a commodity be considered as syn- 
onymous with the estimation in which it is 
held, such value must be measured by the 
quantity of labour which it will command, 
and not the quantity worked up in it. 

Mr. MaccuUooh thus states Mr. Ricardo's 
main proposition:* "a commodity, produced 
by a certahi quantity of labour, will, in tbe 
state of the market now supposed, (that is, 
when the market is not affected by eitlier real 
oriartifioal monopolies, and when the supply 
t^-oommodities is equal to tie effectual de- 
maud,) ufiiformly exchanjje for, or buy any 
eiher commodity, produced by the same 
quantity of labour. " 

ISowy if Uie terra labour be taken in the 
sease in which it is used by Mr. Rtcardo, the 
proposition is contradicted by universal ex- 
peaence.< If, on the other hand, the term, 
labour be considered as including profits, ilie 
^opositiou is true; but only because it is 

I '-'•' Principles ofTolit. Econ., part iii. s. 1. p.221. ■' 
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a totally diflferent oue from that of Mr. Ri-. 
cardo, owing to a most uawarrantable per" 
vereion of terais. 

It appears, then, on tlie whole, that al- 
though Mr. Macculloch has at different times 
compared Adam Smith to Newton and to 
Liocke, he has, in the definition and appli' 
cation of his terms, differed from Iiim on 
almost all the most important subjects of 
Political Economy, — in the definition of 
wealtli, the definition of capital, the definition 
of productive and miproductive labour, the 
definition of profits, the definition of kbour 
simply, and tlie definition of real value, though, 
in the last instance, it is rather professedly 
than substantially.* 

However highly I may respect the aathcH 
rity of Adam Smith, and however inconve- 
nieut at first a great change of terms and 
meanings must necessarily be, yet if it could 

• A person who uses a term in a particular Senae 
practically defines it in that sense. Mr. Macculloeb 
Bometimes makes what have hitherto always been con- 
sidered as profits mean labour ; and sometimes makes 
labour, when used simply without any adjunct, mean 
fernientaUod, vegetation, or profits. 
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be made out that such changes would essen* 
tially facilitate the explanation and improve 
ment of the science of political economy, 1 
should have been the last to oppose them. 
But after considering- thera with much atten- 
tion, 1 own I feel the strongest conviction that 
they are eminently the reverse of being- useful, 
with a view to an explanation of the nature 
and causes of the wealth of nations ; or, in 
more modem, though not more appropriate 
phrase, the production, distribution, and cqti- 
sumption of wealth. 

Ihavetoo much respect for Mr.Macculloch to 
suppose that he has differed from Adam Smith 
on so many points with the intention of giving 
to his work a greater air of originality. This 
is, no doubt, a feeling which not unfrequently 
operates in favour of changes ; but I do not 
think it did on the present occasion. I should 
rather suppose that he adopted them in con- 
sequence of seeing some objections to Adam 
Smith's definitions, without being sufficiently 
aware that, in the less stric sciences, nothing 
is ao easy as to find some objection to a defi- 
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iiition, and nothing so dlAicuIt as to Bubstituie 
ail uiiohjectionable one in its place. 
- Whether the definiUons substituted for 
those of Adam Smith oh the present oocasion 
have removed tlie objections to them which 
Mr. Maceidloch may Iiave felt, I cannot be a 
competent judf>'e ; but even supposing- them 
to have done this, I think I can confidently 
aflirm Uiat tliey have left other objectious, 
beyond all comparison greater and more em- 
barrassing. And on this point 1 would beg 
those of my readers who are inclined to pay 
attention to these subjects, seriously aud can- 
didly to trace the consequences to the science 
of political economy, in regard to its explana- 
tion aud practical application, of adt^ting 
Mr. Macculloch's definitions, lliey are not, 
indeed, all his own ; but the very extrataxii- 
nary extension wiiich he has given to the 
term capital, the making of no distinction be- 
tween directly productive consumption : and 
consumption that is only mdlrectiy produc- 
tive ; and the extension of the term labour* 
without any adjuud, to mean profits, fer^. 
iioil-julxn'ijili ■ -I. .1 11. .[i.n;jj.i uji( 
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ttieniafion, and vegetation, belong, I believe, 
exclusively to Mr. Macculloch ; and, I think, 
it will be found that they are beyond the rest 
striking-ly calculated to introduce uncertainty 
and confusion into the science. 

The tendency of some of our most popular 
writers to innovate without improving, and 
their marked inattention to facts, leading ne- 
cessarily to differences of opinion and un- 
certainty of conclusion, have been the main 
causes which have of late thrown some 
discredit on the science of political economy. 
Nor can this be a matter of much suriirise; 
though it may be of regret. 

At a period, when all the merchants of our' 
own country, and many in others, find the 
utmost difficulty in emjiloying their cai)itals so 
as to obtain oniinary profits, they are repeat- 
edly told that, according to the principles of 
political economy, no difficulty can ever be 
found in employing capital, if it be laid out in 
the, production of the proper articles ; and 
that any distress which they may have suf- 
fered is exclusively owing to a wrong appliea-; 
tion of their capital, such as " the production 
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of cottons, which were not wanted, instead c^ 
broad cloUis, which were wanted."* They 
are, further, gravely assured, that if they find 
any difliculty in exchanging; what they have 
produced, for what they wish to obt^ for 
it, " they have an obvious resource at hand ; 
they can abandon the production of the com- 
modities which they do not want, and apply 
themselves directly to the production of those 
that they do want, or of substitutes for them ;"+ 
and this consolatory recommendation is per- 
haps addj'essed to a merchant who is desirous 
of obtaining, by tlie employment of bis capital 
at the ordinary rate of profits, such an income 
OS wiU enable him to get a governess for his 
daughters, and to send his boys to school and 
college. 

At such times, assertions like these, and 
the proposal of such a remedy, appear to 
me little different from an assertion, on sup- 
posed philosophical principles, that it cannot 
rain, when crowds of peojile are getting wet 

• Macculloch's Principles of Poiit. Econ., part ii. 
p. 189. 

t Id. p. 190. >,.;^ 
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through, and the proposal to go mthout 
dothes ill order to prevent Uie incoiivenienco 
arismg from a wet coat. If assertions so 
contrary to the most glaring facts, and reme- 
dies so preposterously ridiculous, in a civilized 
country,* are said to be dictated by the prin- 
ciples of political economy, it cannot be 
matter of wonder that many have little faitb 
in thera. And till the theories of popular 
writers on political economy cease to be in 

* I own I want words to express the astonishment 
I fed at the proposal of such a remedy. A man, under 
the intoxication of what he conceives to be a new and 
important discovery, may be excused for occasionally 
making' a rash statement ; but that a proposal directly 
involving the discontinuance of the division of labour 
should, in & civilized country, be repeated over and 
over again by succeeding writers, and considered as au 
obvious resource in a sudden fall of profits, absolutely 
passes my comprehension. What a strange and most 
inapt illustratioQ too, is it to talk about the possessors 
of broad cloths waating to change them for isilks 1 
Who ever heard of a great producer of any commodity 
wishing to obtain an cqiiivalent for it in some one other 
sort of completed commodity? If he is to produce 
what he wants, it must not be silks, but raw materials, 
toolB, corn, meat, coats, hats, shoes and stockings, &c. 
&c. ; and this is the ohrsioia retowct wliich is at hand in 
aglut!!! 
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of cottons, which were uot wanted, insteacl of 
broad cloths, which were wanted."* They 
are, further, gravely assured, that if they find 
any difficulty ui exchanging what they have 
produced, for what they wish to obtain for 
it, " they have an obvious resource at hand ; 
they can abandon the production of the com- 
modities which they do not want, and apply 
themselves directly to the production of those 
that they do want, or of substitutes for them ;"-f 
and this consolatory recommendation is per- 
haps addressed to a merchant who is desirous 
of obtaining, by the employment of his capital 
at the ordinary rate of profits, such an income 
as will enable him to get a governess for his 
daughters, and to send his boys to school a&d 
college. 

At such times, assertions like these, and 
the proposal of such a remedy, appear to 
me little different from an assertion, on sup- 
posed philosophical principles, that it cannot 
rain, when crowds of people are getting wet 

* Macculloch's Principles of Polit. Econ., part iL 
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tlmjugffa, and the proposal to go without 
dothes ill order to prevent the inconvenience 
arising from a wet coat. If assertions so 
contrary to Uie most glaring facts, and remo' 
dies so preposterously ridiculous, in a civilized 
country,* are said to be dictated by the prin-< 
ciples of poUtical economy, it cannot ba 
matter of wonder that many have little faith 
in them. And till the theories of popular 
writers on political economy cease to be in 

• I own I want words to express the astonishment 
I feel at the proposal of such a remedy. A man, under 
the intoxication of what he conceives to be a new and 
important discovery, may be excused for occasionally 
making a rash statement ; bnt thut a proposiil directly 
involving' the discontinuance of the division of labour 
should, in a civilized country, be repeated ovw and 
over again by succeeding' writers, and considered as on 
obvious resource in a sudden fall of profits, absolutely 
passes my comprehension. What a strange and most 
inapt illustration too, is it to talk about the possessors 
of broad cloths wanting to chajige them for silks ! 
Who ever heard of a great producer of any commodity 
wishing' to obtain an equivalent for it in some one other 
sort of completed commodity ? If he is to produce 
what he 'wants, it must not be silks, but raw materials, 
tools, corn, meat, coats, hats, shoes and stockings, &c. 
&c. ; and this is the obvious reioKrce which is at hand in 
aglut!!! "'M ''i l-l ■ 
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direct opposition to general experienee ; and 
till some steadiness is ^ven to the science by 
8L greater degree of care among its professors, 
not to alter withdUt/impre^ki^, — ^it cannot be 
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object, or our wish to possess it, may be equal 
to, or greater, or less than our esteem for 
another ; it may, for instance, be doubly as 
great, or, in other ^vords, we would give one 
of the forraer for two of the latter. So long 
as we regarded objects singly, we might feel 
a great degree of admiration or fondness for 
them, but we could not express our emotions 
in any definite manner. When, however, 
we regard two objects, as subjects of choice 
or exchange, we appear to acquire the power 
of expressing our feelings with precision ; we 
say, for uistanee, that one a is, in our esti- 
roatioii, equal to two b. . . . The value of a is 
expressed by the quantity i, for which it will 
exchange, and the value of b is, in the same 
way, expressed by the quantity of a."* 

So, then, it ap|>ears, as a consequence of 
value, meaning tlie esteem in which an object 
is held, that if there were two sorts of fruit 
in a country, called a and b, both very plen- 
tiful in the summer, and both very scarce ui 
the winter ; and if in both seasons they were 
to bear the same relation to each other, the 
* Dissertation on Valne, c. 1. p. S. 
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nitiou of the term value, and a distinction'of 
the property denoted by It into several kinds, 
and have then proceeded to employ the word 
with vai'lous decrees of laxity. Not one of 
tliem has brought into distinct view the 
nature of the idea repi'esented by this term, 
or the inferences which a full perception of 
its meaning immediately suggests ; and the 
neglect of this preliminary has created dif- 
ferences of opinion and perplexities of thought 
which otherwise could never have existed."* 

Now it appears to me, that the author, at 
his first settings out, has in an eminent degtee 
fallen into the very errore which he has here 
animadverted upon. 

He begins by stating, very justly, that 
" value, in its ultimate sense, appears to 
mean the esteem in which any object is held ;'* 
and tlien proceeds to state, in the most lax 
and inconsequent manner, that " It is only 
when objects are considered togetlier as sub- 
jects of preference or exchange that the 
specific feeling of value can arise. When 
tiiey are so considered, our esteem for one 
* . - • Preface, p. 5. 
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object, or our wish to possess it, may be equal 
to, or greater, or less than our esteem for 
another ; it nuu/, for instaticc, be dovbly as 
great, or, in other words, we would give one 
of the former for two of tlie latter. So long 
as we regarded objects singly, we might feel 
a great degree of admiration or fondness for 
them, but we could not express our emotions 
in any definite manner. When, however, 
we regard two objects, as subjects of choice 
or exchange, we appear to acquire the power 
of expressing our feeluigs with precision ; wc 
say, for instance, tliat one a is, in our esti- 
mation, equal to two i. , . . The value of a is 
expressed by the quantity b, for which it will 
exchange, and the value of b is, in the same 
way, expressed by the quantity of o,"* 

So, then, it appears, as a consequence of 
value, meaning the esteem in which an object 
is held, that if there were two sorts of fruit 
in a country, called a and b, both veiy plen- 
tiful in the summer, and both very scarce in 
the winter ; and if in both seasons they were 
to bear the same relation to each other, the 
* Dissertation on Valne, c, 1. p. 8, 
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Teeling^ of the inhabitants with regard to tfce 
■fruit « would be expressed with precision, by 
saying that, as Jt would always command the 
same quantity of the fruit b, it would con- 
tinue to be of tlie same value — ^that is, would 
be held in the same estimation ui summer as 
in winter. 

It appears, further, that in a country where 
there were only deer, and no beavers or other 
products to compare them with, the specifie 
feeling of value for deer could not arise among 
the inhabitants ; although, on account (if the 
high esteem in which tliey were held, any 
man would willingly walk fifty miles in order 
to g«t one ! ! These are, to be sure, very 
strange conclusions, but they follow directly 
from the presvious statements. 

The author, however, nothing daunted, 
goes on to say, that " If fi^om any considei-a- 
tion, or number of considerations, men esteem 
one a as highly ivs two h, and are willing to 
exchange the two commodities in that nilioj 
it may be cori-ectly said that a lias the pqwer 
of commanding two b, or that ^ has the \ 
of commanding half of a. " 
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" The deOnltion of Adsim Smith, thei-efore, 
that the value of an object expresses the 
power of purchasing other goods which tlie 
possession of that object conveys, Is substan- 
tially correct ; and as it is plain and intelli- 
gible, it may be talcen as the basis of our sub- 
sequent reasonings vrithout any further meta- 
physical investigation."* 

In a Critical Dissertation on Value, which 
is introduced with a heavy complaint against 
all preceding political economists for neglect- 
ing the preliminary laboui- necessary to give 
a full perception of its meaning, it might 
natui'ally have been expected, that previous 
to the final adoption of the meaning in wliich 
it was intended to use the term throughout 
the dissertation, the consideration, or number 
of 'considerations, which indnee men to prefer 
one object to another, or to give two b for 
one a, should be carefully investigated. But 
nothing of this Idud is done. A definition of 
the value of an object by Adam Smith, which, 
as he afterwards clearly sliows, requires 
explanation and modification, is arbitraiily 
• IMssertatioii oii Value, c. 1, p, 4. 
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adopted, or, in the language of the anftor, 
'm " taken as tlie basis of his subsequent 
reasonings, witliout any further metaphysical 
investigation." 

Tliat tliis first general description of value 
in exchange by Adam Smitli does not, with- 
out furtlier explanation, convey to the reader 
the prevailing meaning which he himself 
attaches to the term, is obvious in many pas- 
sages of his work, and particularly in his 
elaborate inquiry into the value of silver 
during the four last centuries. He there 
sIkjws, in the most satisfactory manner, tliat, 
in the progress of cultivation iind improve- 
ment, there is a class of commodities, such as 
cattle, wood, pigs, poultry, &c., whitii, on ac- 
count of their becoming comparatively more 
scarce and diilicult of attainment, neceesarfly 
rise in value ; yet he particularly states, that 
this rise in their value is not coimected with 
any degradation in the value of silver,* 
although it is obvious that, other tilings being' 
the same, a pound of silver would have a 
smaller power of purchasing other goods. 
** Weulth of Nations, b. i. c, xi. 




Nothing, indeed, can be clearer than that 
tliis general description of value requires fur- 
ther explanation. There is the greatest dif- 
ference imaginable between an increased 
power in any object of purchasing other goods, 
arising from its scarcity and the increased 
difficulty of procuring it ; and the increase 
of its power to purchase other goods arising- 
from the increased plenty of such goods and 
the increased facility of procuring them. Nor 
is it easy to conceive any distinction more 
vital to the subject of value, as the term is 
generally understood, or more necessary to 
*' a fnil perception of its meaning." 

I cannot but think, therefore, that the au- 
thor, under all the circumstances of the case, 
was not justified in adopting this definition of 
Adam Smith without further investigation. 

But the adoption of tliis definition by the 
author m so unceremonious a manner, though 
quite inconsistent with the declarations in the 
preface, and most unpromising in regard to 
any' improvement of the science which might 
have been expected from the dissejtation, ia 
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by no means the gravest ofFenre which he hdft 
t^ommitled in the opening of iiis subject. 

Adam Smith's definition, taken as it stands, 
however imperfect it may be, would ' still 
serve as a rough bnt useful standard of valne 
in those cases where, in using the most ordi- 
nary forms of expression) some kind of standard 
is tacitly referred to, and no other more accu- 
rate one had been adopted. 

Bnt how is this definition of Adam Smith 
to be intei'preted .' If we understand it iu 
the sense usually conveyed by the temns em- 
ployed, it is impossible to doubt that by the 
power of purchasing other goods is ineaiit the 
power of pui'chasing other goods generally. 
Who, then, could ha^e conceived before-hand 
that the author would have inferred from this 
definition that he was justified in representing 
the power of purchasing other goods by the 
power of purchasing any one sort of goods 
which might first come to hand ? — so that, 
considenng the value of money in this country 
to be proportioned to its general power of 
porchasing, it would be correct to say that 
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the value of an ounce of silver was piopor- 
iioned to the quantity of apples which it would 
command ; and tliat when it commanded more 
apples, the value of silver rose — when it com- 
manded fewer apples, the value of silver fell. 
It is, no doubt, quite allowable to compare 
any two commodities whatever together in 
regard to their value in exchange, and, 
among others, silver and apples. It is also 
allowaWe to say, though it would in general 
sound very strange, that the value of an ounce 
of silver, estimated in apples, is the quantity 
of apples it will command, provided that, by 
thus.u^ug the qualifying expression estimated 
/«. fl/yj/es, immediately lifter the word value, 
we distinctly give uotice to the reader that we 
are not going to speak of the exchangeable 
value of silver generally, according to the 
definition of Adam Smith, but merely in the 
very confined sense of its relation to one par- 
tipular artide. But if, without this distinct 
iwtice to the reader, we simply say that tlie 
value of an ounce of silver is expressed by 
the quantity of apples for which it will ex- 
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change, or, in the words of the author, that 
" the value of a is expressed by the quantity 
of b, for which it will exchange," nothing can 
be more clear than that we use the term value 
in a manner totally unwarranted by the pre- 
vious definition, tliat is, in a sense quite dis- 
tinct from that in wluch Adam Smith uses it 
in tlie descriptiou of value adopted by the 
author. 

Putting the com and the circulating me- 
dium of a country out of the question, the 
relations of which to labour and the costs 
of producing various commodities are tole- 
rably well known, I think no one, in ordinary 
conversation, has ever been heard to express 
the general power of purchasing by the power 
of purchasing some one particular commodity. 
I certainly, at least, myself never recollect to 
have heard these two very distinct meanings 
confoimded. It would, indeed, soimd very 
strange, if a person i-eturnlng from India, on 
being asked what was the value of money in 
that country, were to mention tlie quantity of 
English broad cloth which a given quantity 
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of money would exchange for, and to infer, 
in consequence, that the value of money was 
lower in India than in England. 

In regard to the opinions and practice of 
other writers on political economy, most of 
them have considered the general power of 
piu-chasiug, and the power of purcliasing 
a particular commodity as so essentially 
distinct, that they have given them dif- 
ferent names. The only authority quoted 
with approbation by the author, is Colonel 
Torrens, whose views, as to the natme of 
value, appear to him, he saya, to be sounder 
than those of any other writer. Yet, what 
does Colonel Torrens say on this subject? — 
"The term excliangeable value expresses the 
power of purchasing with respect to commo- 
dities in general. The term price denotes 
the same power with respect to some par- 
ticular commodity, the quantity of which is 
given. Thus, when I speak of the exchange- 
able mhte of cotton as rising or falling, I 
imply, that it will purchase a greater or less 
quantity of corn, and wine, and labour, and 
other marketable commodities; but when I 
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tiilk of tlie pnce of cotton as rising or falliujif, 
I mean, (hat it will purchase a greater or less 
quantity of some one particukir commodij.y,, 
such as corn, or wine, or labour, or money, 
which is cither expressed or understood. Ex- 
changeable value may rise, while price falls, or 
f;dl while price rises. For example ; if cotton 
were, from any cause, to acquire twice its former 
power of purchasing, witli respect to goods in 
general, while gold, the particular commodity 
in which the price of cotton is expressed, rose 
in a still higher ratio, and acquired four times 
its fonner power in the market, then, though 
the exchangeable value of cotton would ,be 
doubled, its price would fall one half. Again ; 
if cotton would purchase only half the former 
quantity of commodities, while it purchased 
twice tlie quantity of some particular com- 
modity, such as corn, or wine, or labour,.Gr 
money, then its exchangeable value would 
have sunk one half, while its price, as ex- 
pressed in corn, or wine, or labour, or money, 
became double. And again ; if cotton, :aiid 
tlie particular commodity in which price is 
expressed, should rise or fall in tlie same 
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pft^rtion with each other, then tlie ex- 
changeable vahie of cotton, or its general 
power of purchasing, would tluctiuite, while 
its price remained stationary."* 

It appears then, that, whether Colonel Tor- 
rens's view of value be quite corrett or not, he 
draws the most marked line of distinction pos- 
sible between the power of purchasing gene- 
rally, and the power of purchasing a particular 
commodity, and is decidedly of opinion, that 
the latter, which is the sense in which tlie au- 
thor uses the term value, should not be called 
value, but price. Tlie autliority of Colouel 
Torrens, therefore, whose views on the sub- 
ject of value the author considers as so sound, 
is directly against him. 

But not only does Colonel Torrens attatJh 
a verj" different meaning to the term value, 
from that in which it is used by the author 
throughout the greatest part of his work, but 
the author himself, in his notes and illusti-a- 
tions.f has given extracts from almost all the 
distinguished writers in pohtical economy, 

• Produclion of Wealth, c. i, p. 49. 

■■"" t p. 243. ":'* '-'.•.■■n. 
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expressly for the purpose of showing- tbo 
uiiiversiUity of an opinion reapcc-ting the ua/* 
ture and measure of value directly opposed 
to his own. The writers tu whom he reifers, 
are Adam Smith, Sir James Stuart, Lord 
Lauderdale, M, Storch, M. Say, Mr. Ricardo, 
myself, Colonel Torrens, Mrs. Miiruet, Mr. 
Mill, the Templar's Dialogues, and Mr. Blake. 

In the case of a proposition the nature of 
which admits of a logical proof, authority Is 
of no consequence ; but in a question which 
relates to the meaning to be attached to a 
particular term, it is quite incredible that 
any person should thus have ventured to dis- 
regard it. 

Much, however, of inconsistency, of illogical 
inference, and disregard of authority, might 
liave been forgiven, if the proposed change 
in the meaning of the terra value would in- 
troduce a much greater degree of clearness 
and precision into the language of political 
economy, and, in that way, be eminently 
useful to the progress of the science. 

But, what would be the consequence of 
adopting the meaning which the author at- 
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taches to the term value, and of allowing, 
accordiug to his omi words, that " tlie value 
of a is expressed by the quantity of b for 
which it will exchange, and the value of b is, 
in the same way, expressed by the quantity of 
a ?" * One of these consequences is striiiing-ly 
described in the following passage of the 
author's chapter on Real and Nombial Value 
a distinction whith he is pleased to call 
unmeaning. " The value of a commodity 
denoting its relation in exchange to some 
other commodity, we may speak of it as 
money-value, corn-value, cloth-value, accord- 
ing to the commodify with which it is com- 
pared: and hence there are a thousand 
different kinds of value, as many kinds of 
value as there are commodities in existence, 
and all are equally real and equally nomi- 
nal. "'(• 

Tliis is precision witli a vengeance. Now, 
though I am very far from intending to say 
that the writers on political economy have 
been sufBciently agreed as to Ihe precise 

• Dissertation on Value, c. i . p. 3. 
t c. it. p. 39. 
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racaiiiiig wiiich they attach to tlie terms wfci 
of a commodili/, when no express refei'enoe is 
made to tlie object with which it is to be com- 
parcd, yet, by drawing a marked line of dis- 
tinction betweea what has been called the 
real value of commodities and their nomi- 
nal value, or, more correctly, between their 
value and their price, they have avoided the 
prodigious confusion which would arise from 
a commodity having a thousand or ten thou- 
sand different values at the same time. When- 
ever they use the term value of a commodity 
alone, and speak of its rising or falling, if iiey 
do not mean money-price, they refer either 
to its power of purchasing generally, or ito 
something expressive of its elementary cost 
of production. 

In either case, some general and very 
important information is communicated ; but 
the value of a commodity, in tlie sense un- 
derstood by the author, might be expressed 
a hundred different ways, without coaveying 
a rational answer to any person who had in-^i 
quired about it. ! 

Further ; the nse of the term valve, in &e 
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sense understood by the author, is entirely su- 
perfluous. It iias exactly the same meaning; as 
the term price, excej)! that the term price has 
this very decided advantage over it, namely, 
that when the price of a commodity is men- 
tioned, without an express reference to any 
other object in which it is to be estimated, 
political economists have universally agreed 
to understand it as referring 1o money. This 
is a prodigious advantage in favour of the 
term price, and tends greatly to promote both 
fadlity and precision in the language of poli- 
tical economy. When I ask, what is the 
price of wheat in Poland ? no one has the least 
doubt about my meaning, and I should, without 
fail, get the kind of answer I intended. But if I 
asked, what was the value of wheat in Poland .' 
I might, according to the author, be answered 
in a thousand different ways, all equally pro- 
per, and yet not one of the answers be of the 
kmd I wanted. Of course, whether I use the 
term value or price, if I always expressly sub- 
JCMI the: object to which I mean to refer, it will 
be quite indifferent to which terra I i-esort. 
But it is vain to suppose that the public will 
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submit lo such constant and unnecessary cip- 
ctimlocution. It would quite alter tlie lan- 
giia^ of political economy ; and tlie kind of 
abbreviation wfaich has taken place in appli- 
cation to the term price could not take place 
in regard to value, according to the doc- 
trines of the author ; because, when the value 
of a commodity is used alone, like the price of 
a commodity, no one object rather than another 
is entitled to a preference for the expression 
of that value. The author saj-s distinctly in 
« note,* that money-value has no greater 
claim to the general term mlue. than any other 
kind of vaUie. It is quite clear, therefore, 
that if the term value is only to be applied in 
the sense in which it is applied by the author, 
it woidd be raiicli better to exclude it at once 
from tlie vocabulary of political economy as 
utterly useless, and only (calculated to produce 
confusion. 

It may be furtlier observed, that the sense 
in which the author proposes to apply the 
term value, is so different from the sense in 
which it is understood in ordinary conver- 

AiiTXk- liJI'I^issertation on Value, c. iii. p. >)S. 



DISSERTATION ON VALUE. 



sation, and among the best writers, that it 
would be quite impossible to maintain it with 
consistency. The author himself, however 
obstinately, at times, he seems to persevere 
in the peculiar meaning which he has given 
to the term value, frequently uses it by itself, 
without reference to any particular article in 
which he proposes to express it. Even in 
the titles of some of his chapters he does this ; 
and when in Cliaptarxi. he discusses the dis- 
linction between value and riches, and in Chap- 
ter XI. the causes of value, we are entitled to 
complain, that he has not acted according to 
tlie instruc-tions which lie has given to others, 
and t<)ld us^ either expressly, or by implica- 
tion, in what article the value here mentioned 
is to be expressed. 

Again ; when he mentions the value of that 
corn which is produced on lands paying 
rent, and when he speaks, as he frequently 
does, of the value of capital,* he does not tell 

* Dissertation on Vitliie, c. Til p. 194, 22-1. In (he 
question between Colonel Toirens and Mr. Mill, 
"Whether the value of commodities depends upon ca- 
pital as the final standard," the author decides against 
Mr. Mill, but surely without reason. Mr. Mill cannot 
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U8 in what he means to express the valae'Orf* 
corn, or i»f capital^ although he thinks timt 
such a reference, either expressed or im- 
plied, is always necessary, and particnlarly 
says, " In the preceding pages it has been 
shown, that we can express the vahie Of 
a. eoinmodity only by the quantity of some 
otlier commodity for which it will exchange, "* 

The meaning, therefoi'e, which he givea to 
the tcnn value is such, that he cannot and 
does not maintain it consistently liimstif, 
much less can he expect that others should 
so maintain it. 

It appears, then, that the author has ar- 
bitrarily adopted a meaning of the terra 
value quite unwarranted by the usage of 
ordinary convei-,sation, directly opposed to the 

be wrong; in thinking, that no progress whatever is 
made towanis tracing the value of a commodity (0 il!^ 
by Baying, that its value is determined by the 
ipital employed to produce it. The quea- 
ins, how ia the value of the capital deter- ' 
mined? As to what the author says, p. 202, abont the' 
amount o£ capita], unless thi» amount be eEtimatediDi 
money, which quile alters the question, it is entirety in- 
applicuble as a standard, 

viii. p. leo. ilJijJjil 
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authority of the best writers on political eco- 
nomy, pre-emiaently and coii^icuously use- 
less ; and of such si nature that it cannot be ^ 
maintained witii consistency. 

And what does he do witii his definition 
after so adopting it .' 

He applies it to try the truth of a number 
of propositiojis advanced by different writers, | 

who, according to his own showing, have j 

used the terra ui a very different sense. l 

This, I own, appears to me much the same jj 

kind of proceeding as if a person were to 
define a straight line to be something g^ | 

sentially different from a line Ijing evenly be- | 

tween its two extremes, and then were gravely * 

to apply it to one proposition after another , 

of Euclid, and show, as might easily be done, 
granting the definition, that the conclusions 
of the Grecian geometer were all wrong. 

The perseverance with which the author 
proceeds gravely to apply his peculiar defi- 
nition of value to other writers, who have 
defined it differently, is truly curious, and must 
be allowed to be a great waste of time and 
labour. Ifj as he says he has repeatedly , 

J 
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stated, " to know the value of an article at 
nny period is merely to know its relation in 
exchange to some other commodity ;" * and 
if, as I believe, no previous writer, in refer- 
ring to the value of an article at any period 
ever thought or said that it could be ex- 
pressed by its rehtion in exchange to any 
other conteniporaiy commodity uidifTerently, 
it might at once be presumed, without further 
trouble, that almost all former propositions 
involving the term value would turn out to be 
either false or futile. It was quite unneces- 
sary for him, tlierefore, to go into the detail ; 
but as be has done bo, it may be useful to fol- 
low him in some of lus conclusions, as it may 
assist in di-awing attention to a subject which 
lies at the bottom of many of the diificulties 
in political economy, and has not been suffi- 
ciently considered. 

One of the first effects of the author's defi- 
nition is to destroy tlie distinction between 
what many writers of great authority have 
called real value, and nomiital value. I have 
already bad occasion to observe, that Adam 

i\j -ii—wiiDn. Jm*1 * c. vi. p. 135, ■' .«jH« 
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Smith, by applying the term real wages to 
express the necessaries and conveniencies of 
life earned by the labourer, had precluded 
himself from the power of applying it con- 
sistently to the ixiliie of a commodity, in order 
to express its power of commanding" labour ; 
because it is well known that the same quan- 
tity of labour will both produce and command, 
at different times and under diflerent circum- 
stances, a very different quantity of the neces- 
saries and conveniencies of life. But putting 
aside for the present this acknowledged incon- 
sistency of Adam Smith, and taking real value 
as distinguished from nominal in the sense in 
which the writers who have so applied it 
intended, the author's observations on these 
Writers are not a little extraordinary. 

After noticing the doctrines of Adam Smith, 
Mr. Ricardo, and myself, on the .subject of 
real and nominal value, he says, " After the 
disquisition on the nature of value in the pre- 
ceding chapter, tlie distinction of it in this way 
mwst appear to be merely arbitrary and inca-* 
pablc of being turned to any use. What in- 
formation is conveyed or what advance in 
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argmnent is effected, by telling vis tliat Valtlfe 
egtimated in one way is real, but in another, 
is nominal ?"* He afterwards goes on to say, 
in reference to n passage in the Templar's 
Dialogues, " It would not, however, probably 
have been written, bad the anthor attended 
to the simple fact, that value must always 
imply value in something, and unless that 
something is indicated, the word conveys no 
information. Now, as the terms nominal and 
real do not denote anything in this way, they 
convey no precise information, and are liable 
to engender coittiriual disputes, because their 
meaning is arbitrarily assumed."f 

These appear to me, I confess, to be very 
extraordinary observations. It must surely 
be allowed, that to compare a commodity 
either with the mass of other commodities, or 
with the elementary costs of production, is 
most essentially distinct from comparing it 
with some particular commodity named. And 
if so, writers are bound so to express the»>- 
selvea^ to convey to their readers, whioh of 

• Dissertation on Value, c. ii. p. 58. "'■" 
t Id. p. 39. liM-.i,, 4,.,ti,, ,-jyi ^tu^ 
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tiie two they intend to refer to. Whether 
these writers have chosen the Tery best term& 
to express these ideas is another question ; 
but that the ideas themselves are quite dif- 
ferent, and that it is essential to tlie language 
of political economy that they should be dis- 
tinguished by different terrasj cannot admit 
pf a doubt. It appears to me, therefore, 
almost inconceivable that the author should 
say, " What information is conveyed, or what 
advance in ai'gument is effected, by telling us, 
that value estimated in one way is real, but 
in another, is nominal V It might as well 
be said, that, in speaking of our planetary 
system, no information is conveyed by using 
different adjuncts to the term distance, in 
order to distinguish between the distances 
of tlie planets from the smi, and the relations 
of their distances to each other. And sup- 
posing it had been the habit of most writers 
to call the first distances real and the second 
relative, would it not be most strange to say 
tiiat the distinction in this way of distance 
into two kinds is incapable of being turned to 
any use, as all distance is relative l 
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rcMly or positively, a tall man. In tlie &sfi 
case he la said to be tiill iu relation tij three 
iudividuals ; but a strangfer, knowing nothing 
of the height of these individuals, would ob- 
tain very little information from the statemeut. 
He would not know whether Peter was four 
feet, five feet, or six feet high : iu the latter 
case, Peter is said to be tall in relation to the 
average or standard heiglit of the race of mea 
sjHjken of; and though the stranger might 
not have in his mind a perfectly accurate uolitm 
of this standard, yet he would immediately 
have before him the height of Peter withia 
U few inches, instead of a few feet. 

Oft the same principle, would it not be 
most lidiculons for any person gravely to pro-, 
pose that as rich and poor are relative terms, 
no one should ever call a man rit^ without 
mentioning at the same time the individual iu 
relation to whom he was rich ? It Js perfectly 
well known, that when, in any particular place 
or country, a man is said to be a rich man, the 
term refers to a sort of loose standard, express^ 
ing either a certain command over the goods 
of this life, or a certain superiority in thb 
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respect over the mass of the Bociety, which 
superiority it had been the custom to mark by 
this expression. In either case, it would be 
allowable to call the man really or positively 
rich. But if the proposed change were 
adopted, and instead of saying that Mr. John 
Doe was a rich man, we could only say that 
he was rich in relation to Mr. Richard Roe, 
as poor Richard might be Uttle better than a 
pauper, Mr. Doe might, after all, be in very 
(larrow circumstances. 

It is clear, therefore, not only that the terras 
real and positive may be legitimately apphed 
in contradistinction to relative, when a rela- 
tion to some more general object or standard 
is intended ; but that the difference between 
the two sorts of relations is of the utmost 
importance, and ought to be carefully distin- 
guished. It is not easy to conceive, therefore, 
how any writer could suppose that the lan- 
guage of political economy would be im- 
proved by a definition which would destroy 
this distinction, and make as many kinds of 
value as there are commodities, all equally 
real aud equally nominal. In refeience to 
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all other political economists, whenever tiwy 
have used the term value of a commodity, 
without siiecifically mentioning' the object in 
which they intended to estimate it, I have 
a!waj-3 felt myself authorised, consistently 
with their general language, to consider them 
as referring- tacitly either to the mass of com- 
modities, to the state of the supply compared 
with the demand, or to the elementary costs 
of production. But when tiie autlior of the 
Critical Dissertation uses the term value, 
which he doe^ frequently without specific ap- 
plication, hi3 general doctrine must leave the 
reader quite at a loss to conjecture what he 
means. 

Proceeding on the same strange misap- 
prehension or perversion of the language of 
other ^vriters, the author says of the writer of 
the Templar's Dialog'ues, " Following Mr. Ri- 
cardo, he appears entirely to lose sight of the 
relative nature of value, and, as I have re- 
marked in the preceding chapter, to consider 
it as something positive and absolute ; so that 
if there were only two commodities in (he 
world, and they should both, by some circum- 
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stances or other, come to be produced by 
double the usual quantity of labour, they 
would both rise in real value, although their, 
relation to each other would be uudisturbedv. 
According to this doctrine every thing might 
at once become more valuable by requiring at 
onoe more labour for its production ; a posi- 
tion utterly at variance with the truth, ttiat 
value denotes the relation in which common 
dities stand to each other as articles of bxjt 
change. Real value, in a word, is on this 
theory considered as tlie independent result, 
of labour ; and, consequently, if under any 
circumstances tlie quantity of labour is ia- 
creased, the real value is increased. Hence 
the paradox, that it is impossible for a con- 
tinually to increase in value — In real value 
observe, and yet command a coutiuually de- 
creasing quantity of b, and tliis although they 
were the only two commodities in existence. 
For it must not be supposed that the author 
means that a might mcrease in value in 
relation to a tliird commodity c, while i^ 
commaiided a decreasing quantity of ^/ a 



15(J 



DEFINITION'S IN A. 



proposition whicli is too self-evident to ■ be 
insisted on ; but he means tiiat a mig-bt 
increase in a kind of value called real, which 
has uo reference to any other commodity 
whatever. Apply to the jjositiou of this 
author the rule recommended in the last 
chapter ; inquire, when be speaks of value, 
value in what ? and all the possible truth ou 
the subject appears in its naked simplicity. 
He adds afterwards ^;ain, " value must be 
value in something, or iu relation to some- 
thing."* 

Now let the reader recollect that tliis pas- 
sage was written by a person who seta out 
with saying that value in its ultimate sense 
appears to mean the esteem iu which any 
object is held, and it will appear most re- 
markable. 

In the first place, what can the author pos- 
sibly mean by speaking of the kind of value 
here called real, as if it had no relation to any 
thing else 'I The Templar, it must surely be 
allowed, has explained himself with suffici^it 
* J>iBserlaUon on Value, c. ii. p. 40. ■ ' ■ 
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deamess that by real value he means value in 
relation to the producuig' labour. 

Secondly, I would ask the writer, who sayS 
that the value of a commodity means the 
esteem in which it is held, whether the labour 
required to produce a commodity does not, 
beyond all comparison, express more nearly 
the esteem iu which the commodity is held, 
than a reference to some other commodity the 
producing" labour of whicli is utterly unkuown, 
and may therefore be one day or one thousand 
days ? 

I have already stated that I decidedly 
differ from Mr. Ricardo, and it follows of 
course that I differ equally from the Templar, 
in thinking; that the value of a commodity 
may be correctly expressed by referring to the 
producing labour alone ; but compared with 
the expression of value proposed to be sub- 
stituted by the author of the Critical Disser- 
tation, it has a prodigious superiority. Let us 
try both, for ingtance, by the touch of the 
talisman recommended by the author himself. 
Let the question be the value of silver before 
the discovery of the American niiney ; and 
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let us ask, as directed, value in relatkm ^io 
-what ? The Templar would answer, value in 
relation to the producing; labour ; and thoug-h 
in this answer a material ingredient of elemen- 
tary value is omitted, yet I should collect 
from it some tolerable notion of the esteem in 
which silver was held at that time ; and if I 
found, on comparison, that the producing" 

\ labour was now three or four times less, 
: should be able, with tolerable certainty, 

I 4o infer, that silver had grown more plen- 
^ul ; and that four centuries ago a ^ven 
l^antity of silver was held in much greater 
esteem, that is, people would make a much 
greater sacrifice in order to obtain it, than at 
present. 

On the other hand, if the author of the 
Critical Dissertation should speak of the value 
of silver before the diseoveiy of tlie American 
mines, and we should ask, value in relation 
to what ? the answer would be, " I have re- 
peatedly stated that to know the value of an 
article at any period is merely to know Hs 
relation in exchange to some other commo- 
dity ;" consequently, we should know the 



value of silver in the fifteenth century, or the 
esteem in which it was held, by comparing 
it with calicoes, although we might know 
nothing at all about the difficulty or facility 
of obt^iing calicoes at that time. And if we 
were to proceed, as in the former case, and, 
with a view to ascertain the esteem in which 
silver was held in the fifteenth century, as 
compared with the esteem in which it is 
held in the nineteenth, were to mark the re- 
lation of silver to calicoes in the two periods, 
it would appear, that as, owing to the im- 
provements in the cottaa machinery, a given 
quantity of silver would command more ca- 
licoes now tlian fonnerly, silver should be 
considered as being held in higher estimation 
now than foiu" centuries ago. Yet no person, 
I believe, not even the author himself, would 
agree to this conclusion. He would pro- 
bably say that the comparison was merely 
between silver and calicoes, and had nothing 
to do witJi anything else. If this be all he 
means, why does he confuse his readers by 
stating that value means the esteem in which 
a commodity is held ? and why does he say 
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that to know the value of an article ,ai-iainy 
period is merely to kuow its relation in . ex> 
change to some other commodity ? If all, h& 
means by the value of a commodity is. its re* 
lation to some otlier, why did he not at pace 
say, wittiout ever talking about este^n, th&t 
tlie value of one commodity in relationptQ 
any other was expressed by the quauti^ of 
that other for which the first would exchange ; 
and that, when the Urst rose in relation to the 
other, the other would always fall proppr- 
lionably in relation to the first? If he faad so' 
expressed himself, his proposition would have 
obtained universal consent ; it would have 
been a truism which had never been deoiecl* 
But as long a^s he continues to talk of iha,* 
esteem in which commodities 31*6 held) hia . 
readers must consider him as peculiarly 
inconsistent, if, on the supposition of there 
being only two commodities in existence, he 
prefers measuring the esteem in which one 
of them is held by its i-elatlon to the otheiv 
rather than by its relation to the producing 
labour. And they must further think, that 
while he continues to state that " to know the 
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Ysdue of an artide at any period is merely to 
know its relation in exchange to some other 
commodity," he is stating- a proposition which, 
accordinjj to the usual sense in which the 
word vahie is nnderstood when so placed, is 
totally unfounded. No man, I believe, but the 
author would venture to say that he should 
knoB* the value of silver four hundj'ed years 
ago by knowing the quantity of eahcoes which 
an omice of silver would then command, 

TTie sixth chapter of the author is entitled 
" On Measures of Value ;" and the discussion 
of this subject leads him to such strange con- 
clusions, that one cannot but feel the greatest 
sin^rise at his not seeing that he must have, 
been proceeding in a wrong course. He ridi- 
cules the notion of its being necessary that 
a commodity should possess invariable value, 
in order to form a perfect measure of value. 
Such a notion, which he says in a note has 
been entertained by all the most distinguished 
writers in pohtical economy, he civilly calls 
an litter Sibsurdity. According to the doc- 
trines and language of the author, no relation 
exists between the value of a commodity at one 
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time and Uie vtdue of the same sort of com- 
modity at another; and " the only use of a 
measure of value, in the sense of a medium 
of comparison, is between commodities exist- 
ing at the same time."* 

If this be so, it is, no doubt, quite absurd 
iu political economists to look for anything 
ppproachiiig towards an invariable measure 
of value, or even to talk of one commodity or 
object being more steady or constant in its 
value than another, ^t tlie same moment, 
kags of hops are as good a measure of the 
relative value of commodities as labour, or 
money. Witii regard to money, indeed, tjbe 
author particularly obsen'es, that from the 
relations between corn and mouey, at two 
different periods, no other relation can be de- 
duced ; we do not advance a step beyoud 
the inCrmation given. * * We cannot dedlioe 
the relation of value between corn at the 
fii'st, and corn at the second period, hecftuse 
no such relation exists, nor, consequMltly, 
can we ascertain tlieii- comparative power 
over oUier commodities. If we made the 

• DiBSertation on Value, c, vi. p, 117, 
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jrttempt, it would be, in fact, endeavouring to 
infer the quantities of corn which exchanged 
for each other at two different periods of time, 
a thing obviously absiird. And further^ 
money would not be iiere discharging a par- 
ticular fiinction any more than the other com- 
modity. We should have the value of com 
in money and the value of money in corn, but 
one would be no more a measure or medium 
of comparison than the other."* 

From all this it follows necessarily that we 
must on no account say, that butter has been 
rising during the last month ; if we do, we 
shall be convicted of the absurdity of pro- 
posing to exchange the butter which was con- 
sumed three weeks ago witli the butter now 
on our table, in order to ascertain that a 
pound of the fonner will command less than a 
pound of the latter. For the same reason, 
we must not on any account say, tliat the 
vidue of wheat fell very greatly from 1818 to 
1822, and rose considerably from 1892 to 
1826. We must not venture to compare 
the value of the advances of a master mauu 

* Disserlution on Value, c. vi. p. 1 17. 
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fectiii-CTwith the value of liis rehims ; oP/in 
estimating the rate of Ills profits, presume 
to prefer money, which generally changes 
slowly and incoosiderably in its powder of 
setting labour to work, to hops, which change 
so rapidly and gfeatly, &c. See. In short, 
tJie whole of the language and inferences of 
the business of bujing and selling, and mak- 
ing money, must be altered and adapted to 
the new definitions and doctrines. ■ 

It is quite astonishing that these conse- 
quences should not have startled the author, 
and made him turn back. If he had but 
adhered to his first description of valoej 
namely, the esteem in which an object 'is 
held ; or even if he had interpreted his se^ 
cond definition of ^'a]ue, namely, " the power 
of purchasing other goods," according to the 
ordinary and natural meaning of the expres- 
sion, he could never have been led into the 
strange mistake of supposing, that when peo- 
ple liave talked of the value of a comraoditf 
at one period, compared with the value of the 
same kmd of commodityat another, they could 
only refer to Ihc lute at wlikh they A\ouId 
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ftcrtually exchange with each other, which, aa 
OD: exchange could in such a case take place, 
would be absurd. What then did they mean I 
They ubvioiisly meant either to compare the 
esteem in which a commodity was held at on« 
period witli the esteem in which it was held 
at another, founded on the state of its supply 
compared with the demand, and ordinarily on 
its costs of production ; or to compare the 
general power of purchasing which a commo- 
dity possessed at one period with its general 
power of purchasuig at another period. . And 
wi\ the author venture to, assert, that there 
are Dot some objects better calculated than 
others to measure this esteem, or measui-e 
this general poorer of purchasing at dlfTerent 
periods? Will the author maintain, that if, 
ui reference to two periods in tlie same coun- 
try, a commodity of a given kind will in the 
second period command double the quantity 
of labour that it did in the first, we could 
not with much more certainty infer that the 
esteem for it had greatly increased, than if 
we had taken calicoes or currants as the me- 
dium of comparison ? Or would the author, 
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opon a little reflection, repeat ag^ wH&t l6 
says ill the passage last quoted, that from the 
relations between corn and money in two 
successive seasons, we can deduce no other 
relation, * * *' money would not be here 
discharging a particular function any more 
than the other commodity. We should have 
the value of corn in money and the value of 
money in corn, but one would be no more a 
measure or medium of comparison than the 
other."* 

To me, at least, these statements appear 
utterly unfounded. If the money-price of 
corn has risen tills year to double what it was 
in the last, I can infer, with almost absolute 
certainty, that corn is held in much higher 
estimation than it was. I cao be quite sure 
that tiie relation of corn to other articles, be- 
sides money, has most essentially changed, 
and that a quarter of corn will now command 
a much greater quantity of labour, a much 
greater quantity of cloth, a much greater 
quantity of hardware, a much greater quantity 
of hats and shoes, than it did the year before : 
.jjiif* Dissertation on Value, c. vi. p. 117, mill 
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iii short, that it wili command nearly double 
the quantity of all other commodities which 
are in their natural and ordinary state, and 
have not been essentially affected by the 
causes which have operated upon the price 
of corn. 

Where then is the truth of saying, that from 
the altered relation between corn and money 
We deduce no other relation ! It is perfectly 
obvious that we can deduce and do deduce a 
great number of other most important rela- 
tions ; and, in fact, do ascertain, though not 
with perfect accuracy, yet with a most desir- 
able and useful approach to it, the degree of 
increase in the power of com to command in 
exchange the mass of otlier commodities. 

On the other hand, from the diminished 
power of money in relation to com, we cannot 
infer that money has fallen nearly in the same 
proportion in relation to other commodities. 
If an omice of silver will now command only 
half a bushel of wheat, instead of a whole 
bushel, we can by no means infer that an 
ounce of silver wilt thei-efore command only 
about half the quantity of labour, half the 
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quaniity of cloth, lialf the quantity of 'hard>* 
ware, half the quantity of hats and shews, and 
of all those commodities which are in their 
natural and ordinary state. To all these 
objects money will probably bear nearly the 
same i-elation as before. 

Where, then, is the tiiith of saying, that 
money would not be here discharging- a par- 
ticiUar function more than the other commo- 
dity? Broad, glaring-, and incontrovertible 
facts show, that for short periods money does 
perform the function of measuring^ the vari^ 
ations in tlie general poiver of purchasing 
possessed by the corn ; but tliat the com does 
not measure the variations in the general 
power of purchasing possessed by the money- 
This is one of the instances of that extraor- 
dinary inattention to facts which, most nnibr- 
tunately for the science of political economy, 
tlie professors of it have lately indulged them- 
selves in. 

The author has said a great deal in good 
set phrase about the false analogy involved 
in the application of tlie term measure to the 
value of commodities at different periods ; and 
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gravely states the difference between mea- 
suriiig length at different periods and nicasur- 
ijig- value. 

I was not aware that people were ignorant 
of this difference. As I said before, when- 
ever mention is made of the value of a com- 
modity at different periods, I have always 
thought that a reference has been intended 
cither to its general power of purchasing, or 
to something calculated to express the esti- 
mation in which it was held at these different 
periods, founded on the state of its supply 
MJmpared with the demand, or the elemenfai'y 
costs of its production. 

I But if the term has been generally under- 
stood in this way, people must have been 
fully aware that value was essentially different 
from length ; they would know perfectly well 
that a piece of clotli of a yai'd long would con- 
tinue to be a yard long when it was sent to 
Cliina ; but that its value, that is, its general 
power of purchasing in Cliina, or the estima- 
tion in which it was held there, would pra- 
bafoly be essentially altered. But allowing 
this most marked distinction, and that the 
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value of a commodity cannot be so well de* 
6ned, and its variations so accurately mea* 
sured, as the length of a commodity — where 
is the false analogy of endeavouring- to mea- 
sure these variations as well as we can ? We 
cannot certainly describe the wealth of a mer- 
chant, nor measure the increase of his wealth 
during- tlie last four years, witli the same ex- 
actness as we can describe the height of a boy, 
and measure the amount of his growth during 
the same period. We can perform the latter 
operation with the most perfect precision by 
means of a foot-rule. The nature of wealth, 
aiid tlie best instruments used to measure its 
increase, are such, that the same precision is 
unattainable ; but tliere is no false analogy 
invulved in the process of measuring the 
wealth of a merchant at one time with his 
wealth four years before, by the number of 
pounds sterling which he possesses nowy as 
compared with the number of pounds sterling 
he possessed at tlie former period. Wliat 
false analogy is involved in applying money 
to measure the value of the advances of ama- 
nufacturer, as compared with the value of his 
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returns, in order to eBtimate his profits ? and 
what can the author mean by saying, that no 
relation of value can exist between commo- 
dities at different periods ;* and that it is a 
ease where money has no function to perform 1 
Notwithstanding- such assertions, we see 
every day tlie most perfect conviction pre- 
vaihng- among all agriculturists, merchants, 
manufacturers, and shopkeepers, and among- 
all writers on political economy, except tlie 
author, that to estimate the relation of com- 
modities, at different periods, in regard to 
their general power of purchasing, and par- 
ticularly the power of purchasing labour, 
the main instrument of production, is a most 
important function, wliich it is peculiarly 
desirable to have performed ; and that, for 
moderately short periods, money does perform 
this function with very tolerable accuracy. 
And for tliis specific reason ; that, for mode- 
rately short periods, a given quantity of 
money will represent, more nearly than any 
other commodity, the general power of pur- 
chasing, and particularly the power of setting 
ill' • Disaertation on Value, c.vi. p.ll3,etseq. 
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labour in motion, so vital to the cftpitalWti 
It will ap[)roach, in sliort, more nearly than 
any other commodity, to that invariability 
wliicli the author thinks so iittaly useless in 
H measure of va\\K, and the very mention of 
which seems to excite liis indignation.* 

It is, in fact, by means of this same steadi- 
ness of value in the precious metals, which 
they derive from their great durability, and 
the consequent uniformity of their supply in 
the market, that they are enabled to [jerform 
their most impoiiant fiinctions. Hops, Of 
com, as before stated, will measure the rela- 
tive values of commodities at the same time 
and place; but let the author or reader 
attempt to estimate the profits of a capi- 
talist in hops or com, by the excess of the 
value of his advances above the value of his 
returns so estimated, and he will soon be 
bewildered. If a very plentiful year of cofn 
were to succeed to a comparatively scarce 
one, the farmer, estimating both bis outgo- 
ings and mcomings in the com of each yeiV,' 
might appear to gain above fifty per cait/,' 



whfc> in reality, he might have lost, and 
might not he able, without trenching on his 
capital, to employ as many men on his faj-m 
as the year before. On the other hand, if a 
comparatively scarce year were to succeed to 
a plentiful one, his profits, estimated in com, 
might appear to be less than nothing, and 
yet he might have been an unusual gainer, 
in reference to his general power of pur- 
chasing labour and other commodities, except 
corn. If the hop-planter were to estimate 
his advances and returns in hops, it is 
obvious that the results would be of the same 
kind, but aggravated in degree. 

It must be allowed, then, that the commer- 
cial world have acted most wisely in select- 
ing, for their practical measure of value, a 
commodity which is not only peculiarly con- 
venient in its form, but is, in general, subject 
only to slow changes of value ; and possesses, 
therefore, that steadiness in its power of 
purchasing labour and commodities, without 
wliich, all confidence in carrjing on mercan- 
tile entei-prises, of any dwuUou, would be at 



an end. 
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I ! But tlioagh the precioas metals are a very 

(Bseful and excellent measure of value for 

Jlhose periods, within which almost alt mer- 

"Ijantile transactions are bej^un and completed ; 

^iet, as Adam Smith very justly observes^ 

they are not so for very long periods ; not 

because there is no function for them to per- 

, form, but because, in the course of four 

I llundred years, they are found to lose that 

I -toiiformity of value, which, in genera!, they 

tetain so well during four years. 

"' I can by no means, therefore, agree with 

Ihe author, when he says, speaking of the 

I Jjrecioiis metals, that, " in regard to mea- 

^ring or comparing vahie, there is no ope- 

l ttttion that can be intelligibly described, or 

I consistently imagined, but may be performed 

by the media of which we are in possession."* 

I Surely, to measure the relative power of a 

Commodity over labour and the mass of other 

1 ttommodities, at different and distant firaes, 

fe an operation which may be both con* 

Sfetently imagined, and intelligibly described ; 

'^ it is quite certain, that, in regard todls* 

■''-'- "-■* Dissertation on Value, c. \i. p. lOZ. ""i"*^ 
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taut periods, the precious metals will not 
perform this well. Would the author him- 
self venture to say, that the general power of 
purchasing possessed by an ounce of silver 
in the time of Edward the Third, was not 
very much greater than the general power 
of purchasing possessed by an ounce of 
silver in the time of George the Fourth; 
or, that the same quantity of agricultural 
labour, at these two periods, would not much 
more nearly have represented the same ge- 
Seral power of purchasing? The autlior 
seems equally unfortunate when he launches 
out in praise of the precious metals as a 
njeasure of value, as when he says that they 
do not perform this function better than 
coriu, 

It will be observed tliat, in speaking of the 
values of eonunodities, at ditterent periods, 
as meaning tlieir different powers of pur- 
chasing at those periods, the kind of value 
referred to i^ exclusively, value in exchange. 
And, in reference to value in exchauge, ex- 
clusively, it appears to be of the utmost 
importance to the language of political eco- 



nomy, todistinguiali between the (mwer rf' 
purcliasuig g^uerally, and iJie power of pur* 
chasing' any one commodity. . ! 

But it must not be imagined that when 
the estimation m which a commodity is held 
at diflferent periods is referred to, as deter* . 
mined at tlic time by the state of the suf^y* 
compared with the demand, and ordiaarily 
by the natural and neccssaiy conditions of its 
supply, or by the elementary costs of its pro- 
duction, which are equivalent expressiwis^ < 
that value hi exchange is lost sight of. Yet 
the author is continualiy falUng into this kind 
of misapprehension, and into a total forget- 
fuhiess of his first account of the meaning of 
value, ui his exammation of Mr. Riciirdo'a 
views, as to tlie uses of a measm'e of value>[ 
m which, he says, a singular confiisiMit^u 
thought is to be discovered.* iiiwwl 

Suppose, he observes, that we had such-a . 
commodity as Mr. Ricai'du requires for • a 
standard : suijpose, for instance, all commo- 
dities to be produced by labour aloae, and 
silver to be produced by an invariable quan- 
" Dissertatiuu on Value, c. vi. p. 120. 
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tity ef iabour. In this case, silver would be, 
accordino^ to Mr. Ricardo, a perfect measure' 
of value. But in what sense ? What is the ' 
function performed? Silver, even if inva- 
riable ill its producing labour, will tell us ' 
nothing; of the value of other commodities.'^ 
Their relations in value to silver, or their' 
prices, must be ascertained in the usual way ; ' 
and, when ascertained, we shall certainly 
kuow the values of commodities in relation 
to each otiier; but in all this, there is no* 
asMStauce derived from the producing la^ ' 
bow of silver being a constant quantify."* ' 

I have already described the fiinetiou which ' 
silver would have to perform in this case, 
namely, either to measure the different pow- ' 
ers of purchasing possessed by commodities 
at diffwent periods, or to measure the diC 
ferent degrees of estimation in which they* 
were held at these different periods. 

-Now, in the first place, with regard to the 
geneml power of purchashig, can it be denied 
for a moment, that, granting all the premises, ■" 
as the autliordoes hypothetically, silver, sO' 

* Dissertation on Value, c. vi. p- 128. 
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produced, would be, beyond comparison, a 
fcetter measure of the power of pm-chasing" 
generally, tlian silver as it has been actually 
produced .' It would be secured froni tliat 
greatest soiirce of variation in the general 
power of purchasing occasioned by the varia-* 
tion in its own pi"oducing labour ; and an 
ounce of such silver would command mucli 
more nearly the same quantity of labour and 
commodities, for four or five hundred years 
together, than an ounce of silver derived 
from mines of greatly varjing fertility. 

Secondly, with regard to the estimation in 
which a commodity is held, it is not easy to 
conceive a more complete measure, K all 
commodities were produced by labour alone, 
and exchanged with each other according to 
Ihe producing labour ; and if silver were 
prodiiced by an invariable quantity of labour, 
the quantity of silver given for a commodity 
the market at difterent periods, WMild 
express almost accurately the relative esti- 
maticm in which it was held at these periods; 
because it would express at once the relative 
sacriiice which people were wiUiug to make, 



nrsSERTATION ON VALUl!. 



in order to obtain such a commodity at these 
different peiiods; the relative conditions of 
tlie supply, or elementary costs of produc- 
tion, of such commodity at these periods ^ 
and the proportion of the produce to the^ 
producer, or the relative state of the demand, 
as compared with the supply of such commo- 
dity at these different periods. And if tha 
Talue of a commodity means, as the author 
has told us in the first sentence of his book, 
the esteem in which it is held, Mr. Ricardo'a 
measure would certainly do all which he pro*- 
posed it should do ; and this specifically on 
account of its invariabihty in relation to thff 
estimation in which it was held. 

It would not merely indicate, as the author 
states, in which of two commodities varying 
in relation to each other, at different periods, 
the variation had taken place ;* but it would 
express the precise amoufit of the variation ; 
that is, if it appeared by documents that the 
price of a yard of cloth of a certain quality 
foiu- hundred years ago was twenty shillings, 
and its price at present was only ten sellings, 

'■*'**■' * Dissertalion on Value, c. vi. p. 121, " ' 



ISO DKFIfJITIOVS IN A 

it would follow, that the estimation in whichi 
it was held, or its value, had fallen one-half;' 
because, as all commodities are, by the sup- 
jjosition, produced by labour alone, the sacri- 
fice with wliich it could be obtained, the 
necessary conditions of its supply, or the 
elementary costs of its production, had di-r 
miuished one-half. 

The variations of a commodity, in relation 
to this kind of standard, \TOuld fui-tho* show, 
wth great exactness, the vmiations in its 
^wer of commanding all those commodities 
which had not altered in tlie conditions of 
their supply, or the elementary costs of 
production. If a commodity rose or fell in 
this standard price, at diffei'^nt periods, it 
would necessarily rise or fall exactly in the 
same proportion in its power of commanding, 
in exchange, all those commodities which 
had not altered in the conditions of their 
supply, or then- elementary costs of produc- 
tion. 

But still, it will be readily acknowledged, 
that, even granting all that the author has 
granted hypothctically to Mr. Ricaixlo, it is 
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not true that such silver would be an accurate^ 
measure of tlie general power of purchasjngi 
Although the circumstance of its iuvariabiUty; 
in r^;ard to its producing labour, would give 
it a prodigious superiority over all other 
commodities even in this respect, yet, as the 
prodiuiing labour of many commodities may 
vary in the progress of society, it is quite 
impossible that the same quantity of any one 
object can, through successive periods, re- 
present the same general power of pur- 
chasing. Tliis is universally allowed ; and 
as it would be clearly desirable to have one 
rather than two definitions of value, the 
question is, whether, botli on tliis account, 
and oo account of the universal language and 
practice of society, for short periods, it 
would not be decidedly better to confine the 
term v^ue of a commodity, when used gene- 
rally, to the estimation in which it is held, 
determined by the state of the supply com- 
pared with the demand, and ordinarily by 
the elementary costs of production, rather l 
than to its general power of purchasuigf ' 
Tliere is very nearly an accumte measure of 



182 DEFINITIONB 1H *"*■ 

' the former; it is universally acVrtoWle^ged 
^' that there cannot be an accurate measnre of 
the latter ; and further, it is most important 
to remark that, in adopting' the former, Our 
language would muth more nearly coincide 
■ "With the ordinary language of society in re- 

■ ferring to variations of value, than if we 
' adopted the latter. 

As a matter of fact, when a rise in the 

I '' value of hops or of corn is spoken of, who 

■ 'ever thinks about the changes which may 

have taken place in the values of iron, flax, 

• or cabbages '.' For short periods, we consider 

ttioney as nearly a correct measure of the 

''values of commodities, as well as of their 

prices ; and if hops and com have risen in 

' this measure, we do not hesitate to say that 

I 'their values have risen, without the least 

reference to cloths, calicoes, or cambrics. 

Tliis is a clear proof that, in genei-al, when 

I we speak of the variations in the values of 

I" commodities, we do not me-asure them by 

■ the variations in their general power of pur* 
'* chasing, but by some sort of standaitl which 

we think better repieaents the varying esti- 
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matlon in which they are held, determined at 
ail times by the state of tlie supply compared 
with the deraaud, and, on an average, by the 
elementary costs of production. 

The only variations in the general power 
of a commodity to pnrchase, which are sus- 
ceptible of a distinct and definite measure, 
are those which arise from causes which 
affect the commodity itself, and not from the 
causes which affect the innumerable articles 
against which it is capable of being ex- 
changed. In speaking, therefore, of the vari- 
ations in the value of particular commodities, 
it is not only more accordant with the accus- 
tomed meaning attached to the expression, 
but absolutely necessary with a view to pre- 
(asion, to consider tliera as exclusively pro- 
portioned to, and measured by, the amount 
of the causes of value operating upon them- 
selves. 

Mr. Ricardo, therefore, quite consistently 
with his own hypothesis, considers a commo- 
dity, the producing labour of which has 
doubled, as having increased to double its 
former value. It has increased in relation to 
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a standard which, according (,o liim, Ulfi^ 
sole cause of value ; it will oommaud just 
double the quantity of all those coramodities 
which have not altered in their producing- 
v^ue ; and if it will not command just double 
the quantity of otlier commodities, it is not 
because it will not command just double the 
value which it did before, but because, on 
account of the changes in the produqiug 
labour of the other commodities, double the 
quantity of them has become more or less than 
double the value. 

On the same principle, Adam Smith con- 
siders the value of cattle as rising in the pro- 
gress of cultivation and improvement, al- 
though the value of land, the value of wood, 
the value of poultry, &c., might rise still 
higher, and, consequently, a given quantity 
of cattle might, with regard to some commo- 
dities or sets of commodities, have its power 
of jjurchasing diminished. But in saying that 
the value of cattle rises in the progress of 
cultivation, he means to say, that it rises in 
relation to a standard, namely, the labour a 
commodity will command, which represents 



mssERTATION O?* 1 



at different periods tlie state of the supply of 
cattle compared with tlie demand, and, on an 
average, the elementary costs of their pro- 
dnction ; and, consequently, much better 
represents the estimation in which they are 
hdd than any commodity or set of commo- 
dities. " Labour," he observes, " it must 
always be remembered, and not any parti- 
cular commodity, or set of commodities, is 
the real measure of the value both of silver 
and of all other commodities."* 

Even the author himself has a chapter on 
the causes of value ; and here he finds it 
absolutely necessary to estimate the causes 
affecting one commodity as distinct from the 
causes atfecting another ; although, accord- 
ing to his previoHS doctrine, the value of 
one commodity might be just as powerfully 
afiected by causes operating upon another 
commodity as by causes operating upon itself. 
If a and b be compared, the value of a will 
be equally doubled, whether the elementary 
cost of a be doubled or the elementary cost 
of b be diminished one half; and so no doubt 
*''*"Wc&ltli of Nations, b. i. c. \i. p. 291, 6tli edit. 
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H would, if the relation of « to b w^fe f^oite 
considered. But what does this prove ? not 
that the vahic of a is not very differently 
affected in the two cases, according to the 
most ordinary, the most useful, and the most 
correct acceptation of the terra value ; but 
that to confine the torm Value, as the auth<H' 
does, to the mere relation of any one commo- 
dity to any other, is to render it pre-emi- 
nently futile and useless. 

In first separating value in exchange from 
value in use, it may be allowable to distin- 
guish it by the title of the power of pur- 
chasing other goods, as Adam Smith has 
done, though never to interpret this power 
as the power of purchasing any one sort of 
goods, as the author has done. But the nio- 
ment we come to inquire into the variations 
of the values of commodities at different 
periods, we must, with any view to precision 
and utihty, draw a marked line of distinctiffli 
between a variation in the power of pur- 
chasing derived from causes affecting the 
particular purchasing commodities, and the 
variations in the power of piu-ebasing which 
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way arise from causes operating; upon the 
purchased conamodities. We must confine 
our attention excktsively to the former ; and 
for this purpose lefer to some standard which 
will best enable us to estimate the variations 
in the elementary costs of production^ and in 
the state of the demand and supply of these 
commodities, as the best criterion of their 
varying' value, or the varying estimation in 
which they are held at different periods. 

On these grounds, Mr. Ricardo, consist- 
ently with his peculiar theory, measures tlie 
varying- values of commodities at different 
periods by their producing labour. 

And Adam Smith, consistently with his 
more just and applicable theory, measures 
the values of commodities at different periods 
by the labour which they wUl command. 

Among the author's chapters is one (the 
seventh) entitled " On the Measure of Value 
proposed by Mr. Malthus." 

In order to prepare himself for the refuta- 
tions intended, he sums up his principal doc- 
trines respecting value ; and us they are here 
brought into a small compass, I cannot resist 
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the iemptation of quoting them in hit) own 
words. 

He says, " It has been shown that tbo 
value of laboiy, like that of any other ex- 
changeable article, is denoted by tiie quantity 
of some other commodity for which a definite 
portion of it will exchange, and must rise 
or f;ill aH that quantity becomes greater or 
smaller, these phrases being- only differeut 
expressions of the. same event. Hence, 
unless labour always exchanges for the same 
quantity of other things, its value cainot be 
uivariable,; and, consequently, the ,^'ery sup- 
position of its bei]ig,atoiieandthe.sametirae, 
invariable, and capable of measuring the vari- 
ations of other comraodilies, iavolves a, COH- 
tradictioo." 

" It has also been shown, that to term any- 
thing immutable hi value, amidst the fluctua- 
tions of other things, implies that its value 
at one time may be compared with its value 
at another time, without reference to ,any 
other commotlity, which is absurd, value 
denoting a relation between two tilings at the 
same time ; and it haa likewise been shown. 



i 



DTSSERT^TION OX VALUE. lolt 

that in lio sense could an object of invariable 
value be of any peculiar service in the capa- 
city of a measure. 

"These conBiderations,"hesays, " areqnite 
sufficient to overturn the claims of the pro- 
posed measure, as maintained by its ad- 
vocate. "• 

I am most ready to acknowledge that thpy 
are amply snGicient for the purpose, if they 
are true. But is it possible that doctrines 
can be true, which, having no other founda^ 
tion than a most arbitraiy and unwairanted 
interpretation of a deiinition of Adam Smith, 
lead directly to the subjoined conclusiens i 

First ; That the value of labour rises or fails 
as a given portion of it will exchange for a 
greater or less quantity of silk or any other 
commodity, however unconnected with Ihe 
labourer's wants ; so that if silks were to fall 
to one-half their price, the value of labour 
would be doubled. 

Secondly ; That the value of com in one 
year cannot be compared with the value 
of com in another, because value denotes 
■ ' • Dissertation on Vaiuc, c. vii. p. 140. 
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only a relation between two things at the a» 
time. 

And thirdly. That the comparative steaifi- 
ness in the valne of the precious metals, for 
short periods, is of no service to them in the 
capacity of a measure of value. 

Tlie decision of the question, as to the 
truth of doctrines necessarily leading to such 
conclusions, may be safely left to the reader. 
But to return to the main subject of the 
chapter, namely, the measui-e of value pro- 
posed by me. 

In a publication entitled " The Measure of 
Value stated and illustraUd," I had given 
reasons, which appeared to me convincing, for 
adopting labour, in the sense in which it ia 
generally undei-stood and applied by Adam 
Smith, as the measure of value; and further 
to illustrate the subject, and bring into one 
view the results of different suppositions re- 
s])ecting the varying fertility of the soil and 
ihe varying quantity of corn paid to the la- 
bourer, I added a table in which different 
suppositions of this kind are made. 

In reference to this table the author ob- 
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aer/es, that " In the same way any article 
might be proved to be of invariable value, 
for instance, ten yards of cloth. For whether 
we gave 51. or 10/. for the ten yai'ds, the sum 
given would always be equal in value to the 
doth for which it was paid, or, in other words, 
of invariable value in relation to clotli. But 
that which is given for a tiling of invariable 
value must itself be invariable, whence the 
ten yards of cloth must be of invaiiable 
value."* 

This comparison shows either a most sin- 
gnlar want of discrimination, or a purposed 
disregard of the premises on which the table 
is founded. These premises are, that the 
natural and necessary conditions of the supply 
of the great mass of commodities, or, in other 
words, then: elementary costs of production, 
are, the accumulated and immediate labour 
necessary to produce them, with the addition 
of the ordinary profits upon the whole 
advances for the time they have been 
advanced ; and that the ordinary values 
of eommotUties at different periods, accord- 
* Dissertation oil Vulue, e. vi. p. 145. 
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ing to the most ciistonary apjilicition of' the 
term, are determined by the elementary costs 
of production at those periods, that is, 
Ijy the labour and profits worked up in 
them. 

If tliese premises be just, the table correetiy 
ilhistrales all that it was intended to illus- 
trate. If the premises be false, the whole 
falls to the ground. 

Now, I would ask the author, what sort of 
resemblance there is between ten yards of 
flotli and ten days' labour? Is cloth the 
universal and the mam instrument of pro- 
duction t Is tlie advance of an adequate 
quantity of cloth the natural and necessary 
condition of the supply of all commodities .' 
Has any one ever thought of caUing cloth and 
profits tlie elementary costs of production ? 
or has it ever been proposed to estimate the 
values of commodities at different periods by 
the different quantities of cloth and profits 
worked up in them ? 

If these questions cannot be answered in 
the affirmative, it is obvious tliat what may be 
true and importiint with regard to labour, may 



DISSERTATION OV VALUE. 193 

W: perfectly false or-futile in regard to any 
product of labour. * The whole depends upon 
the mode of estimating the values of com- 
modities. 

It would, no doubt, be an absurd tautolo- 
^cal truism merely to state, that the varying 
wages of a given quantity of labour wiU 
always command the same quantity of labour ; 
but if it were previously shown that the quan- 
tity of labour which a commodity commands 
represents exactly the quantity of labour 

• It has always been a matter of great surprise to 
me that I should have been accused of arbitrarily 
adopting labour as the measure of value. If there be 
not a most marked and cliaracteristic distincLioa be- 
tween labour and any product of labour, I do not know 
where a characteristic distinction between two objects 
Is to be found ; and surely I have stated this distinction 
ollen enoup;h, and brought forward the peculiar qua- 
lities of labour as my reasons for thinking that it may 
be taken B9 a measure of value. Opirtions may difler 
as to thesuflBciency of these reasons, or as to the 
degree of accuracy with which it will serve the purpose 
of a measure. But how it can be said that I have 
adopted it arbitrarily, is quite imintelligible to me. If 
I had merely, slated, that I had adopted it because it 
was the main element in the natural costs of pro- 
_ diictioci, there could have bten no ground for sucfi a 

J 
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worked up in it, with llie profits upon 1 
advances, and does therefore really represeat 
and measure those natural and necessary 
conditions of the supply, those elementary 
costs of production which determine value ; 
then the truism that the varynig' wages of a 
given quantity of labour always command the 
same quantity of labour, must necessarily 
involve the important truth, that the elemen- 
tary costs of producing tlie varying wages of 
a given quantity of laboui' must always be the 
same. 

It is obvious to any person inspecting the 
table, that the uniform numbers in the seventh 
column, illustrating the invariable value of the 
wages of a given uimaber of men, might, with 
perfect certainty, have been stated without 
the intermediate steps ; but if they bad been 
so stated, no conclusion respecting the con- 
stancy of the value of such wages could have 
been drawn. The hitennediate steps, which 
show that the value of the wages uf ten m&a. 
is there estimated by the causes wliich had 
been previously shown to determine the 
values of all commuditiesj can alone warrant 



flie conclusion that the uniform numbers in 
the seventh column imply uniformity of value 
in the wages. 

Mr, Ricardo had stated repeatedly, thaf J 
the value of the wages of labour must necea-' 
sarily rise in the progress of society. Hq 
buUds, indeed, the whole foundation of his 
theory of profits on the rise and fall of the 
value of labour. The table shows that, if we 
estimate the value of wages by the labour 
worked up in them, that is, by one clement 
of value, Mr. Ricardo is right, and the value 
of wages will really rise as poorer land is 
taken into cultivation; but tliat, if we esti- 
mate the value of wages by the labour and 
profits worked up in them, that is, by the tWI 
clementaiy ingredients of value, the value of |i 
wages will remain the same. j 

The authw says tliat, from the remarks h8^ 
has made, the reader will perceive that Mr. 
Malthus's " Table illustrating the invariable 
value of labour," absolutely proves nothing;* 
and he concludes his chapter with observing, 
that his " cursory review evinces that the 

• Disserfatioii onValuo, c. vii. p. H8. 
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formidable array of figures in the table yields 
not a single now or important truth.* 

I was not aware that it was ever expected 
from a tabular arrangement, that it should af- 
ford logical proofs of new propositions ; but, if 
the author means that, taking the whole-pub- 
lication together, it contains nothing new or 
important, though I may be bound to beheve 
it in relation to his own reading and his own 
views, I cannot help doubting it a little in 
regard to the reading and views of many 
others ; and I am quite certain that, with 
regard to myself, Uie view I there took of 4he 
subject of value, and of the reasons for 
adopting labour aa its measure, was, in many 
of its parts, quite new to me a year before 
the publication. 

In the first place ; I had nowhere seen it 
stated, that the ordinary quantity of labour 
which a commodity will command must re- 
present and measure the quantity of labour 
worked up in it, with the addition of profits. 
But, as soon as my attention was strongly 
drawn to his truth, tlie labour which a coiri- 
' * Dissertation on Value, c. vii. p. l&O, -"-^ 
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modity would ordinarily command appeared 
to me in a new light. I bad before consi- 
dered laboui- as the most general and the 
most important of all tlie objects given in 
exchange) and, therefore, by far the best 
measure of the general power of purchasing- 
of any one object ; but afiter I became aware 
that, by representing the labour worked up in 
a commodity, with the profits, it represented 
the natural and necessary conditions of its 
supply, or the elementary costs of its pro- 
duction, its- importance, as a measure, ap- 
peared to me very greatly increased. 
• Secondly ; I had nowhere seen it stated 
that, however the fertility of the soil might 
vary, the elementary costs of producing the 
wages of a given quantity of labour must 
always necessarily be the same. Colonel 
Torreris, in adverting to a measure of value, 
says, " In the first place, exchangeable value 
is determined by the cost of production ; and 
there is no commodity, the cost of producing 
which is not liable to perpetual fluctuation. 
In the second place, even if a commodity 
could be found which always required the 



196 DEFINITIONS IN A 

same expenditure for its production, it v 
not, therefore, be of invariable exchangeable 
value, so as to serve as a standard for 
measuring the value of other things. Ex- 
changeable value is determined, not by the 
absolute, but by the relative, cost of produc- 
tion."* 

1 had been convinced^ however, that, with 
a view to superior accuracy and utility, and 
a more complete conformity to the language 
and practice of society, in estimating the 
varying values of commodities for short 
periods, it was necessary to separate the 
variations in the power of a commodity to 
purchase, into two parts ; the first, derived 
from causes operating upon the commodity 
itself; the second, from causes operating 
upon other commodities ; and, in speaking 
of the variations in the exchangeable value 

E<rf a commodity, to refer only to the former. 
Jd this case it is obvioas that, according to 
4!i!olonel Tonens, we should possess a mea^ 
gore of value if we eotdd find an object tlie 
■post of producing which was always the same. 
* Oil the rroditclioii of Wealth, c. i. p. 56. 
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Now it is shown, in the " Measure of valm 
stated and Ulustrated,"' that the conditions of 
tlie supply of labour, or the elementary costs 
of producing the com wages of a given 
number of men, estimated just in the same 
way as we should estimate the elementary 
costs of producing cloth, linens, hardware, 
or any other commodity, must of necessity 
always remain the sanie. 

I own that these two necessary qualities (rf" 
the labour, which commodities will ordinarily 
command, were practically new to me ; and, 
when forced on my attention, and accom- 
panied by the conviction above described, as 
to the mast correct and useful definition of 
value, made me view labour as a measure of 
value, 80 far approaching towards accuracyi 
considering the nature of the subject, that it 
might fairly be called a standard. 

The publication was also marked by another 
peculiarity, which I cannot but consider as cS 
some importance : namely, the constant use 
of the term laliour and proJit3, instead of the 
customary one, labour and capital. 
. It must be allowed that the expression 
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lahow and capital is essentially tautolo^ci 
lu every definition of capital I liave met with, 
the means of comraandinf; labour are in- 
cluded ; and there can be no doubt that ma- 
chinery and raw materials require labour 
for their production of the same general 
description, and usually in as large a pro- 
portion, as the labour advanced by the last 
capitalist. Speaking loosely, we may indeed 
use the expression labour and capital, meaning 
by capital, when so used, all that part of the 
general description of capital which does not 
consist of the means of commanding the 
immediate labour required. But whea we 
are engaged iu an inquiry into the elements 
of value, nothing can be more unphilosophica! 
than to talk of labour and capital. Excluding 
rent and taxes, the only elements concerned 
, in regulating the value of commodities are 
labour and profits, including, of course, in 
such labour, the labour worked up in the 
raw materials, and that portion of the ma- 
^ diinery worn out in the production ; and 
■ I including in the profits, the profits of the pro- 
ducers of the raw materials and machinery. 
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To say that the values of commodities are 
regulated or determined by the quantiti/ of 
capital and labour necessary to produce them 
is essentially false. To say that the values 
of commodities are regulated by the quan- 
tities of labour and profits necessary to 
produce them is, I believe, essentially true. 
And if so, it was a point of some importance 
to substitute the expression labour and p'o- 
jits for the customary one of labour and 
capital. 

I have been detained longer than I in- 
tended by the Critical Dissertation on the 
Nature, Measures, and Causes of Value. 
TTiere is still matter of animadversion re- 
mfuning ; but were I to go on I should tire 
my readers, if I have not done it already. 

The author, when not under the inlluence 
of his peculiar definitions, makes some veiy 
just observations; and the work is exceed- 
ingly well written ; which makes it a matter 
of greater surprise that its main proposition 
should be so strikingly adverse to the prin- 
ciple of utility, and so peculiarly calculated 



202 DEFIMTIONS IV A 0!99ERT\TION ON VALUE. 

to retard the progress of that science which 
it must have heen intended to promote. 

I do not think it necessary to the object I 
have in view, to proceed further with these 
remarks on the defiiution and ase of terms 
among pohtical economists. What I have 
aboady said, if just, will be sufficient to show 
that much uncertainty has arisen from our* 
negligence on tliis important pointy and much 
improvement might be expected from greater 
attention to it. I shall now, therefore, 
proceed to define some of the principal terms 
in political oeonomy, as nearly as I can, 
according to the rules laid down. But before 
I begin, I think it may be useful to give a 
summary of the reasons for adopting the 
subjoined definition of the measure of value. 

* I am very ready to include myself among those 
jtolilical economists who have not been sufficiently 

attentive to this subject. 
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SUKMAHT OF THE REASONS FOR ADOPTING THE eWB- 
JOINED DEFINITION OFTHS MEASURE OF VALUB. 

As a preliminary, it may be proper to state, 
that it seems' absolutely essential to the 
language of political economy, tbat the ex- 
pression value of a commodity, like the 
expression price of a commodity, should have 
some fixed and determined sense attached 
to it. Every person who has either written 
or talked on the subject of political economy, 
has been constantly in the habit of using tbe 
term without specifically expressing the object 
of coraparison intended : and if it were true, 
that we might with equal propriety suppose 
any one of a thousand different objects 
referred to, it might easily be shown, that 
all past writers who had used the term value 
had talked the greatest nonsense ; and all 
future writers must abound in the most tedious 
circumlocutions and the most futile propo- 
sitions. 
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But the author of the Critical IMssertaticHl 
on Value has certainly done iinjustice to the 
writcre who have gone before him, in sup- 
posing that when they have used the term 
value of a commodity, no reference was 
implied, if it was not expressed. As I stated 
before, they must be considered as referring', 
in some form or other, either to its general 
power of pm'chasing, or, to tlie estimation in 
which it was held, determined by the state of 
its supply compared with the demand, and, 
on an average, by the elementary costs of 
production ; and as it would be perfectly ridi- 
culous to snppose, that when tlie values of 
commodities, at different periods, are spoken 
of generally, by respectable writers, they 
could mean to refer to indiiidual commodi- 
ties not iutended to represent, more or less 
accurately, the above objects of reference; 
it is obvious, that the nltinaate refereiipe 
implied must be confined to one of these, or 
their equivalents. 

I have already given my reasons for think- 
ing it more correct and useful to refer to the 
estimation in viliich a commodity is held. 
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determined as above described, rather than 
to its general power of purchasing:; but, as 
otliers may be of a different opinion, it may 
be useful to include among the reasons for 
adopting labour as a measure of value, its 
qualities as a measure of the general power 
of purchasing. 

Supposing, then, that the exchangeable 
value of a commodity were defined to be its 
general 'power of purchasing, this must refer 
to the power of purchasing the mass of 
commodities ; but this mass is quite unma- 
nageable, and the power of purchasing it 
can never be ascertained. With a view, 
therefore, to its practical application, it would 
unquestionably be our endeavour to fix upon 
some object, or set of objects, wliich would 
best represent an average of the general mass. 
Now, of any one object, it cannot for a moment 
be denied that labour best represents an 
average of tlie general mass of productions. 
There is no commodity considered by society 
as wealth, for which labour is not, in the first 
instiince, exchanged ; there are very few for 
which it is not exchang^cd in great quantities : 




and this can be anid of no other otffec*, 
except labour, and the circulating medium 
which represents it. It is, at once, the first, 
the imiversal, and the most important object 
given in exchange for all commodities ; and 
if to this we add, that while there is one large 
class of commodities, such as raw products, 
which in the progress of society tends to lise 
as compared with labour, there is another 
large class of commodities, such as manufac- 
tured articles, which at the same time tends 
to fall ; it may not be far from the tnith 
to say, that the portion of the average mass 
of commodities which a given quantity of 
labour will command hi the same country, 
during the aiurse of some centuries, may not 
very essentially vary. 

Allowing, however, that it would vary, and 
that labour is an imperfect measure of the 
general power of purchasing ; yet, if some 
sort of standard more applicable than the 
mass of commodities be required, and labour 
appears to be beyond comparison the best 
representative of this mass, there will be 
a very powerful reason for adopting labour 
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the practical measure of value, even 
among those who may persevere in Uiinking 
tliat the best definition of value in exchange 
is tlie general power of pui'cliasiug. 

To those, however, who hold the opinion 
that tlie variations in the exchangeable value 
of a commodity and the variations in its 
power of purchasing are not identical, and 
that a commodity increjises in exchangeable 
value only when it will command a greater 
value in exc/uttige, wliile its power of pur- 
cbasmg may increase merely because it will 
command a greater quaiUiti/ of commodities 
which have confessedly fallen in value, the 
rejisons for adopting labour as the measure of 
value will be found to increase tenfold in force. 
There are various ways of describing value 
in tlie sense here understood ; and the slight- 
est examination of tliera will show that the 
labour which a commodity will command can 
alone be the measure of such value- 
First ; The author of the Critical Disserta- 
tion on Value has commenced his work by a 
description of it, in which I entirely agree 
with him. He says, as I have before stated, 
that " value, in its ultimate sense, appears to 



mean the esteem in -which any object la t3 

I But it is obvious that the degree of this 

esteem cannot be measured by comparing 

it with another commodity about which we 

know as iittle as of the first. The com- 

I parison with money would leave us as much 

a the dark as ever, if we did not previously 

know the estimation in which money was 

I held,* Even the mere relative values of two 

commodities cannot be inferred by putting 

them side by side, and looking at them for 

any length of time. Before we can attain 

, even this partial conclusion, we must refer 

^ each of them to tlie desires of man, and the 

means of production ; that is, we must make 

a previous comparison, in order to ascertain 

the value of each before we can venture to 

say what relation one bears to the other. It 

is this primary comparison which, indepen- 

' If in a foreig^n country, in which the relation of 
, money to men and labour was luiknown to ua, we were 
told that a quarter of corn was selling for four ounces 
of silver, we shoultl not know whetiier there was a 
famine, and corn was held in the highest estimation, or 
whether there was a g!ut of corn, and it was held 
lowest estimation. Tlie very term estimation, a 
plied to commodities, must of necessity refer to man 
and labour. 
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-fltofiy of any secondary comparison, deter- 
mines the estimation in which the commodity 
is ield. And as this primary comparison can 
only be represented by the exchange with la- 
bom", it is certain that, if we define the value 
of a commodity to be the estimation in which 
it is held, the quantity of labour which it will 
command can alone measure this estimation. 
Secondly : Locke, most justly looking- to the 
ioundation of all value, considers the value 
of commodities as determined by the pro- 
})ortion of their quantity to their vent, or of 
the supply to the demand ; but the varying- 
vent or demand for one commodity cannot 
possibly be represented by the varying quan- 
tity of another commodity for which it is ex- 
dianged, unless the second commodity remain 
steady in regard to labour. If at one time I 
give ttvo pounds of hops for a yard of t^oth, 
and at another lime only one, it does not 
at all follow that the demand for cloth lias 
diminished; on the contrary, it may be in- 
creased, and in givmgthe value of one pound 
of hops, I may have enabled the cloth ma- 
nufacturer to set more men to work, and to 
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obtain higher profits than when Ffj^ve the 
•value of two pounds. Hut the demand for 
« commodity, though not proportioned to the 
-qtiaiitili/ of any otiier commodity which the 
purchaser is willing- and able to give for if, 
is really proportioned to Me quantity of la- 
bour which he will give for it ; and for this 
reason : the quantity of labour which a com- 
I «nodity will ordhiarily command, i^epresents 
I exactly the effectual demand for it ; because 
I it represents exactly that quantity of labour 
*nd profits united necessary to effect its sup- 
\ V^y '* while the actual quantity of labour 
^tthlch a commodity will command when it 
differs from tlie ordiniuy quantity, represents 
the excess or defect of demand arising from 
temporary causes. If then looking- to the 
I Ibundatioo of all value, namely, the limitation 

It is a truth fruitful in imporLant consequences, 
[ \hat tlie labour whicli commodities will command when 
I llieir natural state, by representin» occurately the 
I jquitntity of labour and profits neceesary to pmduee 
T them, must represent accuralely the etfectiial demand 
I ibr them. And this hulds good at different places and 
■ ttnes, referrintr of coiirae to (he labour of the ssme 
description at each place and time. ' fti" 



of the supply as compared with the wants of 
mankind, we consider the value of commodi- 
ties at any time or place as proportioned to 
the state of their supply compared with the 
demand at that time and place, it is evident 
that the quantity of labour of the same time 
and place which any commodity, or parcels 
of commodities, will command, can alone 
represent and measure the state of the supply 
of them as compared with the demand,* and 
their values as founded on this relation. 

Thirdly : It has often been stated that the 
value of a commodity is determined by the 
sacrifice which people are willing to make in 
order to obtain it ; and this seems to be per- 
fectly true. But the question recurs, how are 
we to measure tliis sacrifice ? It is obvious 
that we cannot measure it by the quantity of 
another commodity which we are willing to 
give in exchange for it. When I give more 
calicoes, or more potatoes, than I did beforcj 
for a certain quantity of hardware, it does not 

• What couM g^ive us uny information respeetins 
the scarcity of a commodity in China, or tlie state of its 
supply aa compared willi the Jumand, but a reference 
to Chinese luhourP 
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all follow that I make a g-ieater sacrifice in 
1 order to obtain what I want. On the eon- 
ti'ary, if calicoes and potatoes had both fallen 
in price, tlie one from improved maehinei-y 
and the other fmm the abundance of the 
season, my sacrifice might even liave been 
less rather than gieater. Even the quantity 
of money which is given for a commodity is 
no measure of the sacrifice made to obtain it. 
Though it is an excellent measure of the 
variations in the sacrifice made, at the same 
time and place ; yet without further informa- 
tion, it will tell us nothing either about the 
amount, or the variations at different places 
and times. The giving of an ounce of silver 
was a very different sacrifice in the time of 
Edward I. from what it is at present. It is 
obvious, therefore, that the sacrifice which 
we are willing to make, in order to obtain a 
particular commodity, is not proportioned to 
the quantili/ of any other commodity for which 
it will exchange, but to the difficulty with 
which such quantity, whether more or less, is 
attained. Now labour can measure this dif- 
ficulty, but nothing else can. If, then, the 
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value of a commodity be detennined by the 
siicrifiee which people are willing' to make in 
order to obtain it, it is the labour given for a 
commodity, and labour alone, which can mea- 
sure this sacrifice. 

Fourthly : In the Measure of Value Stated 
and Illustrated, I considered the value of com- 
modities as, on an average, determined by 
the natural and necessary conditions of their 
supply. These conditions I stated to be the 
accumulated and immediate labour worked 
up in commodities with the ordinary profits 
upon the whole advances for the time that 
they were advanced. And it appeared, both 
in the early part of the discussion, and in the 
Table, that the quantity of labour which a 
commodity would ordinarily command must 
represent and measure the quantity of labour 
worked up in it with the addition of profits. 
It was certainly a very remarkable fact, that 
when Mr. Ricardo chose the labour worked 
up in commodities " as, under many circum- 
stances, an invariable standard," and rejected 
the labour which they would ordinarily pur- 
chase as subject to as many fluctuations as 
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the commodities compared with it,* he should 
not have seen that the labour which a com- 
modity will ordinarily command, necessarily 
involves his own proposition, with that addi- 
tion to it merely which can alone make it 
correct ; and that it is precisely because the 
labour which a commodity will ordinarily 
command measures the labour actually worked 
up in it with the addition of profits, that it is 
justifiable to consider it as a measure of 
value. If then the ordinary value of a com- 
modity be considered as determined by the 
natural and necessary conditions of its supply, 
it is certain that the labour which it will 
ordinarily command is alone the measure of 
these conditions. 

Fifthly : Tlie values of commodities are 
often said to be determined by the costs of 
production. When the costs of production 
do not refer to money, but to those simple 
elements of production, without an adequate 
quantity of which, whatever may be their 
price in money, the commodity cannot be 
produced, they are precisely the same as^the 

* principles of Polit. Econ., c. i. s. i, p, 5. 3d edit. 
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natural and necessary conditions of the supply. 
The elementary costs of production, excluding^ 
rents and taxes, are the labour and profits 
required to produce a commodity. Of these 
it has been already shown, that the labour 
which the commodity will ordinarily com- 
mand is alone the measure ; and allowing 
that we could obtain with tolerable exactness 
the average price of common agricultural 
labour at different times and in ditferent 
countries, and that when the prices of all 
other sorts of labour were once established, 
they would (as assumed by Adam Smith 
and Mr. Ricardo) continue to bear nearly 
the same relation to each other in the 
further progress of cultivation and improve- 
mentj it is certain that the quantity of com- 
mon agricultural labour which a commodity 
would ordinarily command at any place and 
time would measure, with a near approach to 
accuracy, the elementary coats of production 
at that place and time ; so that commodities, 
which, at two different periods in the same 
country wuld ordinarily command tlie same 
quantity of agricultural labour, might fairly 



I 

L 



be said to be equal to each other in tlieir 
elementary costs of production, and, of course, 
in their values, if their values be determined 
by their elementary costs of production. 

Sivthly : It may be said that the value of 
a commodity must be proportioned to its 
supply compared with the number of its pro- 
ducers. This appears, indeed, to be strikingly 
the case in the early periods of society when 
many commodities are obtained, almost ex- 
clusively, by labour. If fruits are to be 
procured, or game killed or caught, by labour 
alone, or assisted only by capital of very 
little ^alue, the quantity obtained, on an 
average, by a day's labour must represent, 
with a great approach to accm-acy, the degree 
of scarcity in which commodities exist com- 
pared with the producers of them working for 
a certain time. But the degree in which the 
supply of a commodity is limited, as compared 
with the numbers, powers, and wants of those 
who wish to obtain it, is the foundation of all 
value. Here the producers are both the effec- 
tual demanders and the consumers ; and the 
produce obtained on an average by a single 



MEASUBE or V,II,X)1 



217 



prodacer must represent the supply compared 
with the numbers, powers, and wants of the 
demanders. If a large quantity of produce 
be obtained by a producer, the commodity 
will be in abundance, and will be considered 
as of comparatively little value ; if a small 
quantity be obtained by a producer, the com- 
modity will be scarce, and will be considered 
as of comparatively great value. If it be the 
custom of the country for the producers to 
work only four hours a-day instead often or 
twelve, the commodities produced will bear a 
comparatively small proportion to the num- 
bers of the producers and effectual demanders, 
and will consequently be of much higher 
value, than in those countries where it is the 
custom to work for the greater number of 
hours ; and, on the other hand, if the pro- 
ducers, besides working ten or twelve hours 
a-day, are aided by ingenious instruments and 
great skill in the use of them, the comjuodi- 
ties produced will be in unusual plenty com- 
pared with the producers, and will be consi- 
dered as proportionally of low value. In all 
these eases the value of tlic commodity is 
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evidently determined by the relation between 
its quantity and the number of its producers. 

Now thouf^h, in tlie more advanced stages 
of societyj the producer is not always at the 
same time the demander and consumer ; yet 
the efTeetual demand for commodities must, 
on an average, be proportioned to the pro- 
ductive services set in motion to obtain them ;* 
and when the different kinds of producers are 
reduced to a common denominator, such as 
common agricultural day-labour, and profits 
are deducted as the remuneration of the 
capitalist, and rent as the remuneration of 
the landowner, the proportion which the re- 
maining produce bears to the number of such 
producers must represent, exactly in the same 
manner as in the early periods of society, the 
degree of scarcity in which the commodity 
exists compared with the producers ; and 
therefore the value of the commodity is mea- 
sured by the quantity of it which will com- 
mand a day's common labour. In fact, if it 

• M. Say's comprehensive expression, " Sernces 
productifi," includes profits and mills us well as labour; 
but it is cerlaiii that khour will measure accurately the 
value of the whole amount of these services. 
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I once allowed that when labour is exclu- 
sively concerned, the number of days' labour 
necessary to produce a commodity at any 
place and time represents the natural value of 
the commodity at that place and time*, then, 
as it is quite certain that the value in exchange 
of any other commodity compared with the 
first, will be accurately in proportion to the 
respective quantities of the same kind of 
labour which they will command, it follows 
necessarily, that the value of the second com- 
modity must always be in proportion to the 
quantity of labour it will command, however 
its value may have been affected by profits, 
rents, taxes, monopolies, or the accidentiU 
state of its supply compared with the demand. 

Seventhly: It has been stated that the 
values of commodities must be proportioned 
to the causes of value operating upon them. 
The author of the Critical Dissertation has a 
chapter on the causes of value, and, at the 
conclusioji of it, adverting to the variety of 
considerations operating upon the human 

* IF this concession be once made, tlic whole ques- 
tion respecting labour as a measure of value is at once 
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mind, which he tliiiiks ha^^c been overlooked 
by political economists, he observes, " these 
cansiderations are the causes of value ; and 
the attempt to propoilioii the quantities in 
■which commodities are exchanged for each 
other to the degree in which one of these 
considerations exists, must be vain and la- 
efiectiial. All, in reality, that can be accom- 
plished on this subject, is to ascertain the 
various causes of value ; and, when this is 
done, we may always infer, from an increase 
or diminution of any of them, an increase or 
diminution of the effect."* 

These remarks, it must be allowed, are 
justly applicable to those who propose to 
measure the values of commodities by the 
quantity of labour actually bestowed upon 
tliem ; but in no degree to those who propose 
to measure them by the quantity of labour 
which tliey will command. We have already 
shown that tlie labour which commodities 
will command measures that paramount 
cause of value which includes every other ; 
namely, tlie state of the supply as compared 

* c. xi. p. 235. 
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with the demand. Whatever may be the 
number and variety of considerations ope- 
rating; on the mind in the interchange of 
commoditieSj whether merely the common 
elementary costs of production, or whether 
these costs have been variously modified by 
taxes, by portions of rent, by monopolies 
strict or partial, and by temporary scarcity 
or abundance, the result of the wliole must 
appear in the state of the supply compared 
with the demand ; and in the case of an 
individual article, the supply of which may 
be considered as given, the demand must be 
proportioned to the sacrifice which the pur- 
chasers are able and, under all the circum- 
stances, willing' to make in order to attain it. 
But it has already been shown that it is 
the command of labour which the purchasers 
are able and wilhng' to transfer to the sellers, 
and not any particular commodity, except in 
proportion as it will command labour, that 
can alone represent the sacrifice of the pur- 
chasers. The labour, therefore, which a 
commodity 'will command, or which the pur- 
chasers are willing- to give for it, measures 
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the result of all tlie causes of value acting 
upon it, — of all the various considerations 
operatiuf^ upon the mind in the interchange 
of commodities. 

Whether then we consider the value of a 
commodity at any place and time as expressed 
by the estimation in which it is held ; whether 
we consider it as founded entirely on the 
state of the supply as compared with the 
demand; whether we consider it as deter- 
mined by the sacrifice which people are 
willing to make in order to obtain it; or by 
the natund and necessary conditions of its 
supply ; or by the elementary costs of its 
production ; or by the number of its pro- 
ducers ; or by the result of all the causes of 
value operating upon it, it is plain that the 
labour which it will ordinarily command in 
any place will measure its natural and ordi- 
nary value ; and the labour which it will ac- 
tually command will measure its market value. 

It must always be recollected, however, 
that in any sense in which we can use the 
term vahte of a commoditi/, there must be a 
reference, either expressed or implied, to some 
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place and time, in the same manner as when 
j: we use the term price of a commoditi/. We 
all well know that the price of tlie same kind 
of commodity of the same quality, weight, 
and dimensions, is very different in different 
places aTid at difi'erent times ; and this must 
be equally true in regard to tlie value of a 
commodity. It follows that, from the very 
nature of the thing, the value of a commodity 
; cannot be expressed or measured indepen- 
j dently of place and time. It is this quality 
which so essentially distinguishes the value of 
a commodity from its lengih or weight ; but 
it does not necessarily destroy its capability 
of being measured. 

It is true, however, that a very general 
opinion has prevailed among political econo- 
mists, even since the publication of Adam 
Smith's work, that from the very nature of 
value, so essentially different from length or 
weight, it cannot adrait of a regular and 
definite measure.* This opinion seems to 

• I own that I was myself for a very longtime of this 
opinion ; but I am now perftetty coiiTinced that I was 
wroii!^, and that Adam Smith was quite rigJit ill the 

L i 
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me to luivc arisen pruitij)al^f£FQnkri6(ic9r 
causes. ., ■\ .fU.. silJ 

First — a proper distinction has selclftflu 
been made betneen the definitions of wealtji 
auci value. Thoug'h the meanings of iltesa 
two lenns have by no means alwajs b^eaj 
toHsidered as tlie same, yet tlie characfeiistips 
of one of them have been continually aUou^ 

prevailing"view nliieh he took of value, tliougti lie (M 
not always slfictly acUiere to it I am [Llso«Qii.V(nc^ 

Ihst it would lie a grenl improv erne ill to the ]ungu(ige 
of political economy, if, whenever tlie term value,' or 
value in cxchsng'e, is mentioned without spMiGc 'infer- 
ence, it should always be understood to m^^^jif^l^ji^ , 
eschnnge for Iiibour,— the great instrument of produc- 
tion, and primary object given in exchange' for evtry ' 
thing that is wealth ; in the same mQDner as, yiben the 
price of a commodity is meutioued without specific , 
reference, it is always understood lo mean price in 
money — the universal medium of exchan^^e, and' piiiei- 
tical measure of relative value. I am farther coavincfd 
that the view of value here taken throws conaiderji^jle 
liijht on the nature of demand and tiie means of ex- 
pressing* and measuring it, mid that just view ofvafue 
is abeolutely necessary to a correct explanatiiun cA' rtitt^, 
profits, and wages. These convictions on ray mind.; 
which have acqmied increase of strength ihc'longer I' 
have considered the subject, must be my tipolog^'io- 
the reader for dwelling ou it loiigei; thaoi in pou^iil^r'f,. 
ing it eursoiilj, he may tlimli it deserves. 
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to mix themselves with the characteristics of 
the other. This appears even in Adam Smith 
himself. When he says, that a man is rich 
or poor according to tlie quantity of the 
necessaries, convenieiicies, and luxuries of life 
wliich he can command, he gives a most 
correct definition of wealth ; but when he 
afterwards says, that he is rich or poor 
according to the quantity of labour wliich he 
can command, he evidently confounds wealth 
with value. The former is a definition of 
wealth ; and of this, or of the genera! power 
of purchasing, which too much resembles it, 
there is no measure. The latter is his own 
definition or expression of real value ; and of 
tliis the very terms wliich he uses show that 
there is a measure. The measure is distinctly 
expressed in the terms. 

The second principal cause which has pre- 
vented labour from being received, according 
to the language of Adam Smith, as " alone 
the ultimate and real standard by which the 
value of all commodities can at all times and 
places be estimated and compared,"* is, 

* Wealth of Nations, b. i. c, v. 



22G DT!FTMTtON-S OF THE 

that in different periods, and in diffelfent 
countries, it is not really tnie, as stated by 
him, that the labourer in working *' lays 
do«Ti the same portion of his ease, his 
liberty, and his happiness."* There is the 
best reason to believe that the labourer in 
India, and in many other countries, neither 
exerts himself so much while he is working, 
nor works for so many hours a day as an 
English labourer. A day's labour, therefore, 
is not invariable either in regard to intensity 
or time. But still it appears to me thai, for 
the reasons before stated, that is, because the 
labour of each place and time measures at 
that place and time the estimation in which a 
commodity is held, the state of its supply 
compared with the demand, the elementary 
costs of its production, the natural and ne- 
cessary conditions of the supply, the propor- 
tion of tlie produce to the producers, &c. 
it must be considered as measuring, with a 
fair approach towards accuracy, the values of 
commodities at these places and times, so as 
to answer the question, — what was the value 

* Wealth of Nations, b. i. c, v. 
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Of broad-cioth of a certain description in the 
tittie of Edward III. in England ? or, what 
is the value of money at present in China/ 
The nature of the measure, and the reason 
why the varying" intensity of the labour and 
the different number of hours employed in 
the day, do not dbqualify it from performing 
its functions, may perhaps be illustrated by 
the following comparison : — 

Let us suppose that the heights of men in 
different countries were extremely different, 
varying from six feet to six inches, and tliat 
the trees, shrubs, houses, utensds, and every 
other product or article were all in proportion, 
and that the foot-rule in each country boro 
the same relation to the race of liuman beings 
which inhabited it as the English foot-rule 
does to Englishmen : then, though it ia 
obvious that the length of ten feet in one 
nation might extend over a much larger 
portion of Space than ten feet in another 
nation ; yet the foot of each nation would 
measure with accuracy the relative estimation 
in which men and things were held in regard 
to height, length, breadth, &c. It would 
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determine whetlier a man was tall or sHtiH 
in the estimation of his feltow-citizens ; 
whether his shoulders were broad or narrow ; 
whether his circumference was great 01* 
small ; and not only whether Mr. Pike's nose 
was longer than Mr. Chub's, but whether it 
was not, in (he accustomed language of the 
country, absolutely a long nose, although 
perhaps it might not extend to a quarter oS 
an English inch. On the other hand, if, 
instead of referring to the measure of each 
country, we were to refer always to an English 
foot, though we should be able to ascer- 
tain the relative portions of space which 
all the men to whom we applied but 
measure occupied, we should make sad 
havoc with the estimates which they and 
then" countrymen had formed of their own 
heights, and many certainly would be con- 
sidered as very short who had before ahVays 
been considered as very tall. Now it must 
be allowed that the value of a commodity, 
as it changes with place and time, and 
depends upon the wants and caprices' of 
man and the means of satisfying them, re- 
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sraiJbles more the estimate of tall or short, 
broad or narrow, than a portion of space 
cgpable of being ascertained by a measure 
unchangeable by time and place. 

When we speak of the value of silver in 
China, we cannot possibly mean the value of 
an ounce of Chinese silver brought to Lon- 
don, where, if it were pure, it would be 
precisely of the same value as an ounce of 
pure silver which had been in London from 
tiine immemorial. What alone we can cor- 
rectly mean, is, the estimation in which the 
ounce of silver is held in China, determined, 
*it, the time, by the state of the supply com- 
pared with the demand, and ordinaiily by the 
quantity of Chinese labour and profits neces- 
sary to produce it ; and if this be what we 
piean by the value of an ounce of silver in 
China, there can be no doubt that Chinese 
labour, and Chinese labour alone, can mea- 
sure it. Even, however, if we mean the 
re^tion of an ounce of silver to all the com- 
jflijodities, in China in succession, it would be 
j impossible practically to form any approxi- 
mation towards a just notion of the result. 
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«xcept by referring- the silver to CHIadse 
labour. 

It might be allowed, perfiaps, that labour 
would be a still more satisfactory measure 
of value, ill all countries and at all times, 
if the physical force exerted in a day's 
labour were always the same ; and probably 
this is sometimes not far from being the 
case in a few countries as compared with each 
other, and more frequently in the same 
country at different periods. TTie Eng-lish 
agricultural labourers iu the time of Ed- 
ward III., thoug-h probably less skilfti], 
worked, I should conceive, for nearly the 
same number of hours, and exerted nearly 
the same physical force, as our labourers at 
present. Under such cirevunstances, and in 
the same country, agricultural labour seems 
to be a measure of value from century to 
century calculated to satisfy the scruples of the 
most fastidious. But even when it is acknow- 
ledged, that the labourer at different times 
and in different countries does not always lay 
down the same portion of his ease, his 
liberty, and happiness, the quality of labour. 
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sia a measure of value, is not essentially 
impaii'ed ; and it appears to me always true^ 
ihat when commodities ia different countries 
and at different times have been found to 
command the same quantity of Uie agricul- 
tural labour of each country and time, they 
may with propriety be said to have been held 
in the same estimation, and considered as of 
the same value. 

We may now proceed to the definition of 
some of the most important terms in common 
use among political economists, particularly 
those wliich have been most controverted. 
Whenever it has been thoughtnecessary either 
to deviate li'om the general rule of employing 
terms according to their ordinary meaning, 
or to determine between two meanings both 
of which have some authorities in their 
favour, 1 have always been guided in my 
choice by what appeared to me the superior 
practical utility of the meaning selected in ex- 
plaining the causes of the wealtli of nations.* 

• It is Bpecifically on tliia ground tliat I think the 
meaning of the term Wealth should be confiDed lo 

material objects ; that productive labour should be 
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The reader will be aware, from the n 
ia which 1 have treated tlie subject, and the 
disGiisstoiis into whicli I have allowed mysdf 
to enter, that what I consider as the main 
obstacle to a more general agreement among 
political economists, is rather the differences 
of opinion which have prevailed as to Jhe 
classes of objects which are to be separated 
from each other by appropriate names, than 
as to the names which these classes shonld 
receive. It seems indeed to be pretty 
generally and most properly agreed, that the 
principal names which have been so long in 
use should remain. It would cert^nly be an 
Herculean task to change them, nor would 
any change which could be adopted iu the 
present state of things remove the real dif. 
ficulties. It has been most justly observed 
by Bacon, that " to say, where notions can- 
not be fitly reconciled, that there wanteth a 

confined to that labour alone wTiich is directly produc- 
tive of wealth; and that value, or value in exchange, 
when no specific object is referred to, should mean 
value in exchanf^e for the means of production, of which 
labour, the great instrument of production, is alone ths 
representative. 
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[I. or nomenclature for it, is but a shift of 
ignorance." When some people think tliat 
every sort, of gratification, whether arising 
from immaterial or material objects, from spi- 
ritual comfort or comfortable clothing, should 
be designated by the same appropriate term ; 
while others think it of great use and import- 
ance that they should be distinguished, it is 
obvious that such different notions cannot be 
reconciled bya new nomenclature. The grand 
preliminary required is, that the notions shoidd 
be fitly reconciled; and till this is done, a 
change of names would be perfectly futile. 
Preserving therefore, generally, the old 
names, the great practical question is, what 
they are to include and what they are to 
exclude ? 
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WEALTH. - 

1. The material objects necessary^ usefa! or 
agreeable to man^ which have re()uired some 
portion of human exertion to appropriate or 
produce. 

UTILITY. 

2. The quality of being serviceable or 
beneficial to mankind. The utility of an 
object has generally been considered as pro- 
portioned to the necessity and real import- 
ance of these services and benefits. 

All wealth is necessarily useful; but all 
that is useful is not necessarily wealth. 

VALUE, 

3. Has two meanings — value in use, and 
value in exchange. 

VALUE IN USE, 

4. Is synonimous with Utility. It rarely 
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occurs iu political economy, and is never 
implied by the word value when used alone. 

VALUE, OR VALUE IN EXCHANGE. 

5. The relation of one object to some 
other, or others in exchange, resulting from 
the estimation in which each is held. When 
no second object is specified, the value of a 
commodity naturally refers to the causes 
which determine tliis estimation, and the 
object which measures it. 

Value is distinguished from wealth in tliat 
it is not confined to material objects, and is 
much more dependent upon scarcity and 
difficulty of production. 

PRODUCTION. 

6. The creation of objects which constitute 
wealth. 

PRODUCT, PRODUCE. 

7. The portion of wealth created by pro- 
duction. 

SOURCES OF WEALTH. 

8. Land, labour, and capital. The two 
original sources are land and labour ; but 
the aid which labour receives from capital is 
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applied so very early, and is so very neces- 
sary in the production of wealth, that it may 
be considered as a tbu'd source. 

- - .:/.■.■:■,.. ,, ...iWHO., i.i'ii vv.,' m/j. .t.,ri 

9. lite soil, mines, vraters, andiA^hei^ 
of tlie habitable globe. It is the main source 
of raw materials and food. 

LABOCR. 

10. The exertions of human betiigs em- 
ployed with a view to remuneration. If the 
term be applied to other exertions, they 
must be particularly specified. 

PRODUCTIVE LABOUR. 

11. Tlie labour which is so directly produc- 
tive of wealth as to be capable of estimation 
in the quantity or value of the products 

*''^°'"'- '" MuJi, 

UNPRODUCTIVE LABOUR. 

19. All labour whicb is not dire<^y pro- 
ductive of wealth. The terras productive and 
unproductive are always used by political 
economists in a restricted and technical sense 
exclusively applicable to tJie direct produc- 
tion or non-production of wealth. 
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, INDUSTRY. 

13. The exertion of the human faculties 
and powers to accomplish some desirable 
end. No very marked line is drawn in com- 
mon language, or by political economists, 
between industry and labour ; but the term 
industry generally implies more superintend- 
ance and less bodily exertion than labour. 

STOCK. 

14. Accumulated wealth, either reserved 
by the consumer for his consumption, or kept, 
or employed with a view to profit. 

CAPITAL. 

15. TTiat portion of the stock of a country 
which is kept or employed with a view to 
profit in the production and distribution of 
wealth. 

FIXED CAPITAL. 

16. That portion of stock employed with 
a, view to profit which yields such profit while 
It feinalns in the possession of the owner. 

■'Ilt(->v- :, CIRCULATING CAPITAL. 

17. That jwrtion of stock employed with a 
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view to profit which dues not yield such 
profit till it is parted with. 



IS. That portion of stock or wealth which 
the ])08sessor may annually consume without 
injury to his permanent resources. It con- 
sists of the rents of land, tlie wages of labour, 
and the profits of stock. 

ACCUMULATION OF CAPITAL. 
19. Tlie employment of a portion of re- 
venue i\s capital. Capital may therefore in- 
crease without an increase of stock or wealth. 

SAVING, 

30. In modern times, implies the accumu- 
lation of capital, as few people now lock up 
their money in a box. 

RENT OF LAND. 

21. That portion of the produce of land 
which remains to the owner after all the out- 
o^oing^ belonging- to its cultivation are paid, 
including the ordinary profits of the capitd 
employed. 
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MONEY-BENT OF LAND. 

22. Tbe average rent of iand as before 
defined, estimated in money. 

GROSS SURPLUS OF THE LAND. 

23. That portion of the produce of land 
which is not actually consumed by the culti- 
vators. 

WAGES OF LABOUB. 

24. The remuneration paid to the la- 
bourer for his exertions. ' 

NOMINAL WAGES. 

25. The wages which the labourer receives 
in the current money of the country. 

REAL WAGES. 

26. The necessaries, conveniencies, and 
luxuries of life which the wages of the, 
labourer enable him to command. 
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THE BATE OF WAGES. 

27. The ordinary wages paid to the la- 
bourer by the day, week, month, or year, 
according to the custom of tlie place where 
he is employed. Tliey are generally estunated 
in money- 
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.,,, THE PRICE OF lABOUR, .-<ilyi(\ 

.,,S3- Has. generally been unde«^odUo 
mean tlie average raooey-piice of comaidu 
day-labour, and is not therefore different 
from the rate of wag-es^ except that it more 
specifically refers to money. ( -"^ ^* 

THE AMOUNT OF WAGES. 

29. The whole earnings of the laboui-er in 
a given time, which may be much more or 
much less than the average rate of w^ei^-w 
the price of common day-labour, ,^ .,^^ 

THE PRICE OF EFFECTIVE LABOUR.- ;i(7ol'I 

30. The price in money of a given quaiitity 
of himian exertion of a given strength aM' 
character, which may be essentially different 
from the common price of day-labonr,' or the 
whole money-earnings of the M*i4iW'itflS' 
given time. ' ' ■' '^ '*"" ^■"'"'" 

ACCUMULATED LABOUR, 

31. The labour worked up in the raw ma- 
terials and tools applie^ .tcj tlji^^ pro^m^o^jaf 
other commodities. , . ,,,,, \ „ ..-_— .l, 

PROFITS OF STOCK, ^■nl loa 

33. Wlieu stock is employed as capital in 
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the production and distribution of wealth, its 
profits consist of the diflference between the 
value of the capital advanced, and the value 
of the commodity when sold or used."' ' "'^-'"^ 

THE KATE OF PROFITS. 

33. The per centage jiroportion which the 
value of the profits upon any capital bears to 
the ysivL^ of such capital. 



THE INTEREST OF MONEY. 

34. Tlie net profits of a capital in money 
separated from the risk and trouble of em- 
ploying it. 'J iyniiiin 'i>- ajoH jn; 

' ; .; it'll) ffiOiica ni o •nij arfr ."K 
THE PROFITS OP INDUSTHT, SKlIi, AND BNTSR- 
PHISE. 

35. That portion of the gross profits of 
capital, independent of monopoly, which re-, 
mains after deducting the net profits, or the, 
interest of money. 

MONOPOLY pnoriTs. 

36. Tlie profits which arise from tlie em- 
ployment of capital where tlie competition is 
HOtfreCr — - - -1 .- - 

ni If.tiqa^ ut tnn[iiU|nu u JaaJs noi\ H '^- 



CONDITIONS OF THE SUPPLY OF COMMODiriES. 

37. The advance of the quantity of accu- 
nmlated and immediate labour necessary to 
their production, with such a per centage 
upon the whole of the advances for the time 
they have been employed as is equivalent 
to ordinary profits. If there be any other 
necessary condition^ of the supply arising 
from monopolies of any desciiption, or from 
taxes, they must be added. 

ELEMENTARY COSTS OF PRODUCTION. 

38. An expression exactly equivalent to 
the conditions of the supply. 

MEASURE OF THE CONDITIONS OF THE SUPPLY, 
OR OF THE ELEMENTARY COSTS OF PRODUCTION. 

39. The quantity of labour for which the 
commodity will exchange, when it is in its 
natural and ordinary state. 

THE VALUE, MARKET VALUE, OR ACTUAL VALUE, 
OF A COMMODITY AT ANY PLACE OR TIME. 

40. Tlie estimation in which it is held at 
that place and time, determined in all cases 
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by the state of the supply compared with the 
demand, and ordinarily by the elementary 
costs of production which regulate that state. 

THE NATURAL VALUE OF A COMMODITY AT ANY 
PLACE AND TIME. 

41. The estimation in which it is held 
when it is in its natural and ordinary state, 
determined by the elementary costs of its 
production, or the conditions of its supply. 

MEASURE OP THE MARKET OR ACTUAL VALUE OP 
A COMMODITY AT ANY PLACE OR TIME. 

42. Tlie quantity of labour which it will 
command or exchange for at that place and 

time, 

MEASURi: OF THE NATURAL VALUB OF A COMMO- 
DITY AT ANY PLACE AND TIME. 

43. The quantity of labour for which it 
will exchange at that place and time, when it 
is in its natural and ordinary state. 

THE PRICE, THE MARKET PRICE, OB ACTUAL 
PRICE OF A COMMODITY, AT ANY PLACE AND 
TIME. 

44. The quantity of money, for which it 
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to be in excess above the supply, when, 
either from the diminution of the supply, or 
the increase of the effectual demand, the 
quantity in the market is not sufficient to 
supply all the effectual demanders. In this 
case the intensity of the demand increases, 
and the commodity rises, in proportion to 
the competition of the demanders, and the 
sacrifice fhey are able and willing to make 
in order to satisfy their wants. 

EXCESS OP THE SUPPLY ABOVE THE DEMAND, OB 
PARTIAL GLUT. 

■ 54. The supply of a commodity is said to 
be in excess above the demand, or there is a 
partial glut, when, either from the super- 
abundance of supply, or the diminution of 
demand, tJie quantity in the market exceeds 
the quantity wanted by those who are able 
and willing to pay the elementary costs of 
production. It then fidls below these costs 
in proportion to the eagerness of the sellers 
to sell ; and the glut is trifling, or great, 
accordingly. .. , 1., ...... 
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DEMAND IN REGARD TO ITS INTENSITY. 

49, The sacrifice which the deraanders are 
able and willing to make in order to satisfy 
their wants. It is this species of demand 
alone which, compared with the supply, de- 
termines prices and values. ''''' 

EFFECTUAL DEMAND, IN REGARD TO ITS EXTENT, 

50, The quantity of a eomraodity wanted 
by those who are able and willing; to pay the 
costs of its production. 

EFFECTUAL DEMAND, IN REGARD TO ITS 
),. ., , INTEN^TY, 

fTi51, The saorifice which, Ihe demanders 
must make, in order to effectuate tlie coa^ 
tinued supply of a commodity, ,, 

MEASURE OF THE INTENSITY OF THE EFFECTUAt 

DEMAND, 

52. Tlie quantity of labour for which the 
commodity will exchange, when in its natural 
and ordinaiy state, 

EXCTaa |OF THE DEMAND ABOVE THE SUPPLY. , 

53, The demand for a commodity ia said 
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2. The quality of being serviceaUe cr 
beneficial to mankind. The utility of aa 
object has generally been considered as pro- 
portioned to the necessity and real import- 
ance of these services and benefits. 

All wealth is necessarily useful; but all 
that is useful is not necessarily wealth. 

VALUE, 

3. Has two meanings — value in use, and 
value in exchange. 

VALUE IN USE, 

4. Is synonimous with Utility. Iti rarely 
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occurs in political economy, and is never 
implied by the word value when used alone. 

VALUE, QR VM-UE IN EXCHANGE. 

5. The relation of one object to some 
other, or others in exchange, resulting from 
the estimation in which each is held. When 
DO second object is specified, the value of a 
commodity naturally refers to the causes 
which determine this estimation, and the 
object which measures it. 

Value is distinguished from wealth in that 
it is not confined to material objects, and is 
much more dependent upon scarcity and 
difficulty of production. 

J. PRODUCTION. 

6". The creation of objects which constitute 
wealth. 

PRODUCT, PRODUCE. 

7. The portion of wealth created by pro- 
duction. 

SOURCES OF WEALTH, 

8. Land, labour, and capital. The two 
original sources are land and labour ; but 
the aid wliich labour receives from capital is 
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jccts ; and according' to this mcaninj:^ treats 
of tlie Tkeorie de la Rkhessc Nationale, in 
the first, and far the largest, part of his 
work. Altogether, I can feel no doubt that 
some classification of tliis kind, or some sepa- 
rationof material from immaterial objects is, 
in the highest degree, .useftd in a definitiou 
of wealth. 

The latter part of tlie definition is of minor 
importance. It is intended to exclude such 
material objects as air, light.rain, &.c. — which, 
however necessary and useful to man, are 
seldom considered as wealth ; and, perhaps, 
it is more objectionable to exclude them, by 
the introduction of the term exchangeable 
value into a definition of wealthy tlian in the 
mode which has been adopted. If the latter 
clause were not added, the only conse- 
quence woujd be, that, in compaiiug diifei-eiit 
countries together, such objects as air, light, 
&c., would be neglected as common quan- 
tities. 

Def. 2. I have already alluded to the 
manner in which M. Say has applied the 
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term Utility. His language cannot be consi- 
dered as consistent, when he says that the 
price of an article is the measure of itg utihty, 
aHhougl\ it might be, according to his own 
expression, la chose la plus inutile. * It is much 
better for the science of pohtical economy that 
the term should retain its natural and ordinary 
meaning. All wealth is no doubt useful, but 
there are so very many immaterial, and some 
material objects which are highly useful, and 
yet not wealth, that there can be no excuse 
for confounding them. M. Storcb has not 
escaped the same kind of error. 

Def. 5. Two articles are never exchanged 
with each other without a previous estima- 
tion being formed of the value of each, by a 
reference to the wants of mankind and the 
means of production. This general and most 
important relation to the means of produc- 
tion, and the labour which represents these 
means, seems to be quite forgotten by those 
who imagine that there is no relation implied 

* Trait>5 d'Economie Politique, Epitome, vol. ii. 
p. 506, 4th edit. 
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when tlie value of a commodity is mentioned 
without specihc reference to some other cora- 
inodity. 

M. Say, under the head Valtur des Chases, 
observes, " c'est la quantite d'autres choses 
evaluables qu'on peut obtenir en echangc 
d'elle."* This is a most vague and uncertain 
definition, and much less satisfectorythan the 
general power of purchasing-. 

M. Storch says, that " lavaleur des choses 
c'est leur utUite relative;" but this certainly 
cannot be said unless we completely change 
tiie natural and ordinary meaning- either of 
utility or value. 

Neither M. Say nor M. Storch has suffi- 
ciently distinguished utihty, wealth, and value. 

Dcf. 6. The terra creation is not here 
meant to apply to the creation of matter, but 
to the creation and production of the objects 
which have been defined to be wealth. .,(, 

Defs. H and 12. If wealth be confiaedjto 
material objects, it must be allow^ to ba 

•Epitome, vol. ii,. p. &07i,i.u o) iii'.»-H(L 
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peculiarly conveDient and useful, in ei plaining 
the causes of the wealth of nations, to ba\"e 
some appropriate term for that species of 
labour which directlv produces wealth ; and as 
tlie principal fouDder of the st-ience of poB- 
tical economy has used tthc terms prodttctire 
labour in the restricted sense necessary for 
this special purpose^ perhaps few otyections 
would have been made to it, if it liad not 
involved all other kinds of labour^ hovre%-er 
useful and important, under the apparentk 
disparaging desig^iation of nnproductive, Tliis 
is a consequence, no doubt, to be reg^retted ; 
yet, when it has been repeatedly stated that 
the term iinproductiTc, as apiilicd by Adam 
Smith, in no d^ree impeaches the trtihty and 
importance of sucii labour, but merely implies 
that it does not directly produce gross wealth, 
the mere name ought not to decide against a 
classification for whicli it appears from expe- 
rience that it is very difficult to find a 
satisfactory substitute. 

In M. Storch's " Cotmde'ralions sur h 
Nature du Revenu Nalioml," be does not 
appear to me to give a correct view of what 
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exchanges at that place and time, tlie money 
referring to the precious metals. 

THE NATURAL PRICE OF A COMMODITY AT ANY 
htliili*''! PLACE AND TIME. 

-,[45.11116 price in money which will pay 
the elementary costs of its production, or the 
money conditions of its supply. 

SUPPLY OF COMMODITIES. 

46. The quantity offered, or ready to be 
immediately offered, foi- sale. 

DEMAND FOB COMMODITIES, 

47. Has two distinct meanings ; one, in 
regard to its extentj or the quantity of 
commodities purchased ; and the other, in 
regard to its intensity, or the sacrifice which 
the demanders are able and willing to make 
in order to satisfy their wants. 

DEMAND IN HEGARD TO ITS EXTENT. 

" 48. The quantity of the commodity pur- 
chased, which generally increases with tlie 
increase of the supply, and diminishes with 
the diminution of it. It is often the greatest 
when commodities are selling below the costs 
df production. i 
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DEMAND IN REGARD TO ITS INTENSITY. 

49. The sacrifice which the demaiiders are 
atle and willing^ to make in order to satisfy 
their wants. It is this species of demand 
alone which, compared with the supply, de- 
termines prices and values, ' 

EFFECTUAL DEMAND, IN REGARD TO ITS EXTENT. 

50. The quantity of a commodity wanted 
by those who are able and willing to pay the 
costs of its production, 

EFFECTUAL DEMAND, IN REGARD TO ITS 

•(,, INTENSITY, 

i:;51. Tlie sacrifice which, the deMiqnd^rs 
must make, in order to effectuate fli9,,fQiBfl 
tinned supply of a commodity, ,,, ,.,i, .^ ,, 

MEASURE OF THE INTENSITY OE THE EFFECTUAL 
DEMAND. 

' 52. The quantity of labour for which the 
commodity will exchange, when in its natural 
and ordinary state. 

EXCESS OF THE DEMAND ABQVS THE SOPPLT-^,,^^ 

53. Tlie demand for a commodity is said 
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to be in excess above the supply, when, 
either frora the diminution of the supply, or 
the increase of the eftectual demand, the 
quantify in the market is not sufficient to 
supply all the effectual demanders. In tliis 
case the intensity of the demand increases, 
and the commodity rises, in proportion to 
the competition of the demanders, and the 
sacrifice they are able and willing to make 
in order to satisfy their wants. 

EXCESS OF THE SUrPLY ABOVE THE DEMAND, OR 
PARTIA.L GLUT. 

54. The supply of a commodity is stud to 
be in excess above the demand, or there is a 
partial glut, when, either from the super- 
abundance of supply, or the diminution of 
demand, flie quantity in the market exceeds 
ihe quantity wanted by those who are able 
and willing to pay the elementary costs of 
production. It then falls below these costs 
in proportion to the eagerness of the sellers 
to sell; and the glut is trilluig, or great, 
accordingly. 
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DEMAND IN REGARD TO ITS INTENSITY. 

49, The sacrifice which the deraanders are 
atle and willing- to make in order to satisfy 
their wants. It is tliis species of demand 
alone which, compared with the supply, de- 
termines prices and VJilues. ' 

EFFECTUAL DEMAND, IN REGARD TO ITS EXTENT. 

50. The quantity of a commodity wanted 
by those who are able and willing to pay the 
costs of its production, 

EFFECTUAL DEMAND, IN REGARD TO ITS 

■j,, INTENSITY, 

t;i51, Tlic sacrifice which the deniqifdprs 
must make, in order to effectuate tlie cw- 
tinned supply of a commodity, , 

MEASURE OF THE INTENSITY OF THE EFFECTUAL 

DEMAND. 

59, Tlie quantity of labour for which the 
commodity will exchange, when in its natural 
and ordinaiy state. 

EXCESa lOp THE DEMAND ABOVE THE SUPPLY.^ 

53. The demand for a commodity is said 
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PRODUCTIVE CONSUMPTION. 

69, The consumption or employment of 
wealth by the capitalist, mih a yiew to future 
production, 

UNPRODUCTIVE CONSUMPTION, OR SPENDING. 

;■■ 60, The consumptioii of wpahhi as reve- 
um^ witli A view to the final puq)66e of all 
producjtioji — subsistence aiid enjoyment ; but 
not with a view to profit. 
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GENERA.L GLUT. 

55. A glut is said to be general, when, 
either from superabundance of supply or 
diminution of demand, a considerable mass 
of commodities falls below the elementary 
costs of production. 

A GIVEN DEMAND. 

56. A given demand, in regard to price, 
is a given quantity of money intended to be 
laid out in the purchase of certain commodi- 
ties in a market; and a given demand, in 
r^;ard to value, is the command of a given 
quantity of labour intended to be employed in 
the same way, 

VARIATIONS OF PRICES AND VALUES. 

57. Prices and values vary as the demand 
directly and the supply inversely. When 
the demand is given, prices and values vary 
Inversely as the supply ; when the supply 
is given, directty as the demand. 

CONSUMPTION. 

58. The destruction wholly or in part of 
any portions of wealth. , ,, ., ,,, 
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PRODUCTIVE CONSUMPTION. 

69. The consumption or employment of 
wealth by the capitalist, mUh a yiew to future 
production. 

UNPRODUCTIVE CONSUMPTION, OR SPENDING. 

. 60» The consumptioQ of : wealth; as reve- 
Q|]Q> with jBi view to the final purpose of all 
productioji — subsbtence $ad enjoymeat ; but 
not with a view to profits . 









THE DEFINITIONS. 

tenn Utility. HLi language cannot be consi- 
dered as consistent, when he says tliat the 
price of an sii-ticle is the measure of its utiUty, 
although it might be, according to his own 
expression, la chose la plus iimtile.* It is much 
better for the science of political economy that 
the term should retain its natural and ordinary 
meaning. All wealth is no doubt useful, but 
there are so very many immaterial, and some | 
material objects wliich are highly useful, and ' 
yet not wealth, that there can be no excuse 
for confounding them. M. Storeh has not 
escaped the same kind of error. 

Def. 5. Two articles are never exchanged 

with each other without a previous estima- j 

tion being formed of the value of each, by a I 

reference to the wants of mankind and the j 

means of production. This general and most j 

important relation to the means of produc- i 

tion, and the labour which represents these j 
means, seems to be quite forgotten by those 

who imagine that there is no relation impUed ! 

* Tmit^ d'Economie Politique, Epitome, vol. ii. 
p. 506, 4th ediu j 
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wheu the value of a commodity is meBlioned 
without specific reference to some other com* 
motlity. 

M. Say, under the head Valetir des Gkoses, 
observes, " c'est la quantite d'autres choses 
evaluables qu'on pent obtenir en echange 
d'elle."* This is a most vague and uncei-feiiii 
definition, and much less satisfectory than the 
generid power of purchasing. 

M. Storch says, that " lavaleur des choses 
c'est leur utiUte relative;" but this certainly 
cannot be said unless we completely change 
the natural and ordinary meaning either of 
utility or value. 

Neither M. Say nor M. Storch has suffi- 
ciently distinguished utihty, wejdth, and valuei 

Def. 6. The term creation is not here 
meant to apply to the creation of matter, but 
to the creation and production of the objects 
which have been defined to be weaJth. , .,(^n 



Defs. 11 and 12. If wealth be confiped 
material objects, it rau^t be allowed to fe 
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tenn Utility. His language cannot be cunsi- 
dei"ed as consistent, when he says that the 
price of an article is the measure of its utility, 
although it might be, according to his own 
expression, la chose la plus iimtiie. * It is much 
better for the science of political economy that 
the term should retain its natural and ordinary 
meaning. All wealth is no doubt useful, but 
there are so very many immaterial, and some 
material objects which are highly useful, and 
yet not wealth, that there can be no excuse 
for confounding them. M. Storcb has not 
escaped the same kind of error. 

Def. 5. Two articles are never exchanged 
with each other without a previous estima- 
tion being formed of the value of each, by a 
reference to the wants of mankind and tlie 
means of production. Tliis general and most 
important relation to the means of produc- 
tion, and the labour which represents these 
means, seems to be quite forgotten by tliose 
who imagine that there is no relation implied 

* TrdiliS d'Economie Politique, Epitome, vol. ii. 
p. 506, 4lh edit. 
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exchanges at that place and time, the money 
referring to the precious metals. 

;rHE. NATURAL PRICE OF A COMMODITY AT ANY 
L PLACE AND TIME. 

45. The price in money which will pay 
the elementary costs of its production, or the 
money conditions of its supply. 

SUPPLY OF COMMODITIES. 

46. Hie quantity offered, or ready to be 
immediately offered, for sale. 

DEMAND FOR COMMODITIES, 

47. Has two distinct meanings : one, io 
regard to its extent, or the quantity of 
commodities purchased ; and the other, in 
regard to its intensity, or the sacrifice which 
the demanders are able and willing' to make 
in order to satisfy their wants. 

DEMAND IN REGARD TO ITS EXTENT. 

48. The quantity of the commodity pur- 
chased, which generally increases witli the 
increase of tlie supply, and diminishes with 
the diminution of it. It is often the greatest 
when commodities are selling below the costs 
of production. ■■ ■" •""-" -^^ ■'! ■ i'^- 




DEMAND IN REGARD TO ITS INTENSITY. 

49. The sacrifice wliich tlie deraanders are 
able and willing to make in order to satisfy 
their wants. It is this species of demand 
alone whichj compared witli the supply, de- 
termines prices and values. ■'" 

EFFECTUAL DEMAND^ IN REGABD TO ITS EXTENT, 

50. The quantity of a commodity wanted 
by those who are able and willing- to pay the 
costs of its production. 

, EFJ^CTUAl. DEMAND, IN BEGABD TO ITS 

I.J viHiii.i;.. . INTENSITY, 

niSJa fUe Baorifice which the demanc^rs 
must make, in order to effectuate tlie cou- 
tinued supply of a commodity. 

MEASURE OF THE INTENSITY OF THE EFFECTUAL 
DEMAND. 

52. The quantity of labour for which the 
commodity will exchange, when iu its natural 
and ordinaiy state, 

EXCESa OE THE DEMAND ^OVE THE SUPPLY., 

53. Tlie demand for a commodity is sai^, 
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to be in excess above the supply, when, 
either from tlie diminution of the supply, or 
the increase of the effectual demand, the 
quantity in the marltet is not sufficient to 
supply all the eflFectual demanders. In this 
case the intensity of the demand increases, 
and the commodity rises, in proportion to 
the competition of the demanders, and the 
sacrifice they are able and willing to make 
in order to satisfy their wants. 

EXCESS OF THE SUPPLY ABOVE THE DEMAND, OR 
PARTIAL GLUT. 

■ 54. The supply of a commodity is said to 
be in excess above the demand, or there is a 
partial g"lut, when, either from the super- 
abundance of supply, or the diminution of 
demand, the quantity in tlie market exceeds 
the quantity wanted by those who are able 
and willing to pay tlie elementary costs of 
production. It then falls below these costs 
in proportion to the eagerness of tlie sellers 
to sell ; and the glut is trifling, or great, 
accordingly. ,. - 
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GENERAL GLUT. 

55. A glut is said to be general, when, 
either from superabundance of supply or 
diminution of demand, a considerable mass 
of commodities falls below the elementary 
costs of production. 

A GIVEN DEMAND. 

5^. A given demand, in regard to price, 
is a given quantity of money intended to be 
laid out in the purchase of certain commodi- 
ties in a market; and a given demand, in 
regard to value, is the command of a given 
quantity of labour intended to be employed in 
the same way. 

" ' VARIATIONS OF PRICES AND VALUES. 

^"W. Prices and values vary as the demand 
directly and the supply inversely. When 
the demand is given, prices and values vary 
inversely as the supply; when the supply 
is given, directly as the demand. 

CONSUMPTION. 

58, The destruction wholly or in part of 
any portions of wealth. 



L 



248 DEF1KITI0N8 IN})|0tITICAL ECONOMY. 
PRODUCTIVE CONSUMPTION. 

59. TTie consumption or employment of 
wealth by the capitalist, with a yiew to future 
production. 

UNPRODUCTIVE CONSUMPTION, OR SPENDING. 

. 60, The cx>nsumptioa oC wealth; as reve* 
uuQi with jeL view to the fi&al putpose of :^ 
production — subsistence and enjoyment ; but 
not with a view to profit. 
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Chapter XI. .^ , 

itiutKtiq 

OBSERVATIONS ON THE DEFINITIOKS^ 

Def. 1. The reader will be aware that, iii 
almost all definitions, the same meaning- may 
be conveyed in different language, and that 
it is the meaning rather than the mode of 
expressing it that should be the msdn object 
of our consideration. The essential question 
in the definition of wealth is, whether or not 
it should be confined to material objects, and 
the reader is already apprised of my reasons 
for thinking that it should. Even M. Say, 
who admits '' les prodidtsimmatenek," aRov/s, 
as I have before stated (p. 93), that the mul- 
tiplication of them " ne fait rien pour la 
richesse ;" and M. Storeh, in his able " Cokts 
d'Economie Politique," thoug^h he justly lays 
great stress on what he calls les Mens internes, 
with a \ie^v to civilization and the indirect 
production of wealth, confines the terra 
rickesses to biem extemes, or material ob- 
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jects ; and according' to tliis mcauiuj;; treats 
of tlie The'orie de la Richesse NatiotutU, iu 
the first, and far the largest, part of his 
work. Altogether, I can feel no doubt that 
some classification of this kind, or some sepa- 
rattonof material from immaterial objects is, 
in the highest degree, .useful in a dehnition 
of weaith. 

The latter part of the definition is of minor 
in:iportance. It is intended to exclude such 
material objects as air, light, rain, »Si,c. — which, 
however necessary and useful to man, are 
seldom considered as wealth ; and, perhaps, 
it is more objectionable to exclude them, by 
the introduction of the term exchangeable 
value into a definition of wealth, than in the 
mode which has been adopted. If the latter 
clause were not added, the only conse- 
quence woujd be, that, in comparing difTei'eut 
countries together, such objects as air, light, 
&c., would be neglected as common quan- 
tities. 

Def. 2. I have already alluded to the 
manner in which M. Say hag apphed the 
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tenn Utility. His lauguage cannot be cousi- 
dered as consistent, when he says that the 
price of an article is the measure of its utihty, 
although it might be, according to his own 
expression, la chose la plus inutile. * It is much 
better for the science of political economy that 
the term should retain its natural and ordinal^ 
meaning. All wealth is no doubt useful, but 
there are so very many immaterial, and some 
material objects which are highly useful, and 
yet not wealth, that there can be no excuse 
for confounding them. M. Storch has not 
escaped the same kind of error, 

Def. 5. Two articles are never exchanged 
with each other without a previous estima- 
tion being formed of the value of each, by a 
reference to the wants of mankind and the 
means of production. Tliis general and most 
important relation to the means of produc- 
tion, and the labour which represents these 
means, seems to be quite forgotten by those 
who imagine that there is no relation implied 

* Traitii d'Economie Politique, Epitome, vol, ii. 
p. 506, 4th edit. 



L 



J 



when the value of a commodity is mentioned 
without specihe refei-enee to some other com* 
raodity. 

M. Say, under the head Vcdeiir des Choses, 
observes, " c'est la quantite d'autres choses 
evaluables qu'on peut obtenir en echange 
d'elle."* This is a most vague mid uncei-tain 
definition, and much less satisfactory than the 
general power of purchasing. 

M. Storch says, that " lavaleur des choses 
c'est leur utihte relative;" but this certainly 
cannot be s^d unless we completely change 
tlie natural and ordinary meaning either of 
utihty or value. 

Neither M. Say nor M. Storch has suffi- 
ciently distinguished utiUty, wealth, and value. 

Dcf. 6, The term creatiou is not here 
meant to apply to tlie creation of matter, but 
to the creation mid production of the objects 
which have been defined to be weajj^b, .,,,„vjn 



Defs. 11 and 12. If wealth be conned .to 
material objects, it must be allowed to ,be 

* Epiloine, vol. ii. jj. 507, ;i •-) Iift*t)<JtJ 
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peculiarly convenient and useful, in explaining- 
the causes of the wealtli of nations, to have 
some appropriate term for that species of 
labour which directly produces wealth ; and as 
tlje principal founder of the science of poli- 
tical economy lias used «the terms productice 
labour in the restricted sense necessary for 
tliis special purpose, perhaps few objections 
would have been made to it, if it liad not 
involved all other kinds of labour^ however 
useful and impoi-tant, under the apparently 
disparaging designation of unproductive. This 
is a consequence, no doubt, to be regretted : 
yet, when it has been repeatedly stated that 
the term unproductive, as apphed by Adam 
Smith, in no degree impeaches the utility and 
importance of sucli labour, but merely imphe^ 
that it does not directly produce gross wealth, 
the mere name ought not to decide against a 
classification for which it appears from expe- 
rience that it is very difficult to find a 
satisfactory substitute. 

In M. Storch's " Comidtrallons sur la 
Nature du Revatu Natloml," he does not 
appeal' to me to give a correct view of what 
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A<lam Smith menus by jii-odiictive labour.* 
The dilliculty of classification above alluded 
lo appears strikinjjty in t}iis treatise. There 
U some plausibility In the Bj-stem, and 
it is explained with ingenuity and abtlit)- ; 
but I think that the adoption of it. would 
destroy all precision in the science of p(M- 
tical economy. 

■ Defs. 19 and SO. I have never been able 
to understand how the accumulation of capital 
and the difference between saving and siiend- 
ii!g can be distinctly explained, if we call all 
labour equally productive. 

Def. 23. It is this gross surplus of the 
land which furnishes the means of subsistence 
to the inhabitants of towns and cities. Besides 
the rents of land, which are powerfully effec- 
tive ill this respect, a large part of what, 
in the division of the produce of land. Would 
fall to the shares of the farmers and labounfrs, 
is exchanged by them for other objects of 
convenienc'c and gratification, tims giving the 



un necessaries of life to a great mass of 
persons not immediately connected witli the 
soil. The proportion which this mass of 
persons may bear to the cultivators will 
depend upon the natural fertility of the soil, 
and the skill with which it has been improved, 
and continues to be worked. 



Defs. 28 and 30. In a valuable publication 
on the Price of Corn, and Wages of Labour, 
by Sir Edward West, which has just fallen 
into my hands, he proposes that the price of 
labour should mean the sum paid for a given 
quantity of labour of a given character. I 
quite agree with him in thinking- that it would 
be useful to have some appropriate term to 
express this meaning ; but, as the price of 
labour has certainly not hitherto been used in 
Uiis sense, and as it would be, in almost all 
cases, extremely difficult to give an answer 
to a question respecting the price of labour so 
understood, it would ceiiaiiily be proper to 
vary the expression in some degree, in order 
to prepare people for a new meaning, In 



Definition 30, Ihereiure. I have given this 
meaning' to The price of effective labour. 

Dif. 31. It would save time and drcum- 
Ii>cutioii, wliicli is one of the gi*eat objects 
of appropriate terms, if, in speaking of 
the labour worked up in commodities, the 
labour worked np in the capital necessary 
fo their production were designated by 
the term accumulated labour, as contra- 
distinguished from the immediate labour era- 
ployed by the last capitaUst. We must 
aiw^s recollect, however, that labour is not 
the only element worked up in capital. 

De/. 38. I have used the word ekmentary, 
in order to show that money-tosts are not 
meant. On account of the doubt which may 
arise in tliis respect when the term costs of 
production is used alone, and the further 
doubt, whether orduaary profits are always 
included, I am decidedly of opinion that 
l/ic conditions of the siippli/ is a more expres- 
sive and less uncertain term for the same 
nieanm^. I do not find, however, that gene-> 
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GENERAL GLUT. 

55. A glut is said to be general, when, 
either from superabundance of supply or 
diminution of demand, a considerable mass 
of commodities falls below the elementary 
costs of production. 

A GIVEN DEMAND. 

56. A given demand, in regard to price, 
is a given quantity of money intended to be 
laid out in the purchase of certain commodi- 
ties in a market ; and a given demand, in 
regard to value, is the command of a given 
quantity of labour intended to be employed in 
the same way. 

VARIATIONS OF PRICES AND VALUES. 

57. Prices and values vaiy as the demand 
directly and the supply inversely. When 
the demand is given, prices and values vary 
inversely as the supply; when the supply 
is given, directly as the demand. 

CONSUMPTION. 

58. The destruction wholly or in part of 
any portions of wealth. ..,,,. 



namely, common agricultnrdl day-laboiuf, es- 
tJraiited oil an iivcrage througliout the year. 
This is the kind of labour which is always 
referred to when labour is spok^i of as a 



=:. D^. 57. It is not true» as stated by ii. 
Say, that prices rise to the direct ratio of the 
quanlUy demanded, and the inverse ratio of 
the quantily supplied.* They only vary in 
this way, when the demand is understood 
to mean the sacrifice which the demanders 
are able and wilting to makei in order to 
supply themselves with what they want ; 
which may be represented ju regard to price 
by the quantity of money ready to be em- 
ployed in purchases in a market. When the 
demand for labour is spoken ofy it can only 
relate to exlent ; and a greater demand can 
only signify a power of commanding a greater 
qiiantiti/ of labour. 



Dcf. 5^. The only productive consump- 
tion, properly so called, is the consumption 
* Vol. ii. p. 17. 4th edition. 
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HV destfnction of wealth by capitalists witli 
a view to reproduction. This is the only 
mai-ked line of distinction which can be 
drawn between productive and unproductive 
consumption. The workman whom the ca- 
pitalist employs certainly consumes that part 
of his wag«s which he does not save, as 
revenue, with a view to subsistence and en- 
joyment ; and not as capital, with a view to 
production. He is a productive consumer to 
the person who employs liim, and to the 
state, but not, strictly speaking", to himself. 
Consumption is the great purpose and end 
of all production. The consumption of wealth, 
as revenue, with a view to support and enjoy- 
ment, is even more necessary and important 
than the consumption of wealth as capital ; 
but their effects are essentially different in 
regard to the direct production of wealth, and 
fhey ought therefore to be distinguished. 
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jeets; and aeoording to .thiftimeamilgf titiit^i 
of the Thcarie de la.Bichea^e Nationak^ in 
the fiist, and &r the largesf^ part lof vhi» 
work. Altogetl)9c» lixmi ffA no doubt thut 
some dasttfication of this hmd, cr soma si^pa- 
jration'of mateiM fixM^c^ iminateriiEdi ^^ 

9^,VWlthl. :.; .. ^': .. ,. / ^./ ".-^ .l.Mitr.MO 

,, /Die latter part of thq ^f)$ait^ 
ivDportaaoe. It is j^^vM t9 e^ud? siwk 
nuM^nal objects as aiTt )^triain,j^itOir^v^^ 
))Qwever veoessarf and .uipiedu) ^^ vuvhi, cure 
seld<nn oonsidw^od aa wwdlhi^ ^ndi pnJM^i 
it is more objectionable to exclude them^ by 
the introduction of the term etch^nges^ble 
value into a definition of wealthy than in the 
mode which has been adopted*. If the lattqr 
^use were not added^ the only^ qonse^ 
quence would be^ that, in comparing diffeorent 
countries together^ such objects asaif» lightt 
Sic., would be n^lected as common: quaor 
tities. 

. ' -...■• 
Def. 2. I have already alhided to the 
manner in which M. Say has ^pbed the 
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term Utility. His language cannot be coasi- 
dei-ed as consistent, wlien he says tliat the 
price of an article is the measure of its utility, 
although it might be, according to his owJi 
expression, la chose la plus inutile.* It is much 
better for the science of political economy that 
the term shonld rehun its natural and ordinary 
meaning. All wealth is no doubt useful, but 
there are so very many immaterial, and some 
material objects which are highly useful, and 
yet not wealth, that there can be no excuse 
for confounding them. M. Storch has not 
escaped the same kind of error. 

Def. 5. Two articles are never exchanged 
with each other without a previous estima- 
tion being formed of the value of each, by a 
reference to the wants of mankind and the 
means of production. Ttiis general and most 
important relation to the means of produc- 
tion, and the labour which represents these 
means, seems to be quite forgotten by those 
who imagine that there is no relation iinphed 

* Traits d'Economie Politique, Epitome, vol. ii. 
p. 506, 4th edit. 
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pecnliarly convenient and useful, in explaining 
the causes of the wealth of nations, to have 
some appropriate term for that species of 
labour which directly produces wealth ; aud as 
the principal founder of the science of poli- 
tical economy has used fthe terms productice 
labour in the restricted sense necessary for 
tliis special purpose, perhaps few objections 
would have been made to it, if it had not 
involved all other kiiids of labour^ however 
useful and important, under the apparently 
disparaging designation of unproductive. This 
is a consequence, no doubt, to be regretted : 
yet, when it has been repeatedly stated tliat 
the term unproductive, as applied fay Adam 
Smith, in no degree impeaches the utility and 
importance of sucii labour, but merely imphe.^ 
that it does not diretUy produce gross wealth, 
the mere name ought not to decide against a 
classification for which it appears from expe- 
rience tliat it is very difficult to find a 
satisfactory substitute. 

la M. Storch's " Comide'raliom stir la 
Nature du Reveiiu Natiomil," he does not 
appeal' to me to give a correct view of what 
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